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TAKEN BY 



THE UNITED STATES PACIFIC RAILWAY COMMISSION, 

AS TO 

THE WOBKINQ AND FINANCIAL MANAGEMENT OF THE HAILHOADS 
THAT HAVE RECEIVED AID FROM THE GOVERNMENT IN BONDS, 



Eqxtitable Building, Boston, Mass., 

Tuesday^ Miiy 24, 1887, 

Pursuant to adjournmeDt the Commissioa reconvened as above. 
Present: Commissioner Pattisou (chairman) and Commissioner Littler. 

OLIVER W. MINK, being farther examined, testified as follows: 

witness' connection with union PACrPIO. 

By the Chairman: 

Question. What position do you hold with the Union Pacific Bailway 
Company I — ^Answer. I am the comptroller. 

Q. How long have you been such? — A. Since October, 1885. 

Q. What position did you hold prior to that time? — A. I was the as- 
sistant secretary and assistant treasurer, having held those positions 
since the Union Pacific Railway Company was formed, in January, 1880. 

Q. And prior to that? — A. 1 had been the assistant treasurer and as- 
sistant secretary of the Union Pacific Railroad Company from 1877 until 
the date of the consolidation. 

Q. Does that cover your connection with the Union Pacific Railroad 
Company and the Union Pacific Railway Company! — A. No, sir; prior 
to that time, from December, 1872, 1 was the general book-keeper in tho 
treasurer's office. 

Q. Have you had any other association with the road? — ^A. No, sir, 

DUTIES, AS COMPTEOLLEB. 

Q. What are your duties as comptroller? — A. As comptroller I have 
charge of the accounting department of the Union Pacific Railway Com- 
pany and of the various lines composing the Union Pacific system. 

Q. What do you mean by having charge of the accounting depart- 
ment? Please explain to the Commission just what your duties are in 
reference to the accounting department, and what powers you have. — 
A. The duties of the comptroller are defined by the board. In general 
terms, he is required to prescribe a uniform method of stating the ac- 
counts, and to cause to be made the necessary examinations and verifi- 
cations of the revenue accounts of the company. He is also required to 
prescribe the forms for stating the disbursements made by the various 
departments. Periodical examiuations of the securities in the hands of 
the treasurer, and examinations of his cash, are also made by ^^^* TV^ni^^ 
are the general duties. 
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.Q.,(?l|ftti*yoA de&ij:nate*tlie system of keeping the accounts'? — A. Yes, 

.;:s&% v; •::•:•• 

;: .*Qr. 'And the books in which the accoauts are kept! — A. Yes, sir; 
generally. 

Q. How generally*? Just state.7— A. So far as the work at the Boston 
office is concerned, I may say, with reference to the system, that it is 
prescribed by me ; but on the road, of course, I cannot tell you the 
number of books that are used in the accounting department all through 
the service. The general scheme of keeping the accounts is submitted 
to and approved by me. The auditor at Omaha has direct charge, and 
he is responsible for the work at the Omaha oflSce, subject, of course, to 
any orders he may receive from here. 

Q. What books do you keep here"? — A. We keep the general books 
of the company here. 

Q. What are they? — A. The ledger, journal, and cash book consti- 
tute those books. 

Q. Are they all the books! — A. Everything is brought to a point, to 
a focus you might say, in those books. 

Q. Before you bring everything to a focus, where do you enter them*? 
Before you get them into the journal, I mean.r— A. Everything con- 
nected with the operation of the road is reported to us from Omaha. 

Q. How are the reports made? — A. Monthly, in a series of reports. 
There are perhaps twenty-five different reports coming to us during the 
course of a month. The operations of the railway — that is, the earnings 
and expenses— come to us in a printed report at the close of every 
month, about fifty days after the close of the month. The other reports 
come to us from time to time after that, as rapidly as they can be sent 
forward. 

HOW THE BOOKS ABE KEPT IN ;B0ST0N. 

Q. What is done with the reports after they are sent into this office ? 
— A. They are passed through our books here. We take the earnings 
and pass them ultimately to the credit of our income account.. The ex- 
penses are passed ultimately to the debit of the income account. The 
expenditures, in the way of improvements, and for new equipment, and 
the extension of side lines, are charged under appropriate heads, to 
either new construction, new equipment, or to the extension. But. in 
brief, everything is summarized in the books at the Boston oface, 
although the detail, so fair as the operation and maintenance is concerned, 
is on file at Omaha. 

Q. All the transactions of the Union Pacific Railway Company, as I 
understand you (and if I misunderstand you I want you to correct me), 
sire entered into the ledger, the journal, and cash book, are they ? — A. I 
do not know that I ought to leave that statement quite so broad. The 
accounts covering the ordinary earnings — the earnings from transporta- 
tion of passengers and freight, and the accounts covering the expenses 
for conducting the business and maintaining the property — those ac- 
counts in detail are kept in Omaha; but the summarized results are 
made in reports to us at Boston, so that everything is crystallized on 
the Boston books. We have 'on one side the entire revenues of the com- 
pany, and on the other side the entire expenses of the company. We 
are not able to state under the head of maintenance of way the name of 
every individual to whom we paid money during the year, but we know 
on what accounts the money has been expended. Our files at Omaha 
would show the names of the individuals and all the details connected 

feb the transactions. I will show you one of our monthly reports. 
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By Cominissiouer Littler : 

Q. Are tbese reports which are sent i'rom Omaha here transcribed 
into the books there I Will wo find them there*?— A. Oh, yes, sir. 

By the Chairman : 

Q. Where are your contracts that are made along the line entered? 

The Witness. The contracts relating to what, for instance ? 

The Chairman. Transactions with different individuals and ship- 
pers. — A. Those are filed at Omaha. The copies of more important con- 
tracts are generally sent here, and oftentimes, of course, before they are 
executed. The contracts with shippers would ordinarilj'^ be made by 
our general traffic manager at Omaha. 

Mr. Holmes. Or under his orders. 

The Witness. Or under his orders. 

Q. How do you keep the contracts that are filed here ? — A. In our 
office. 

Q. Are they bound in a book ? — A. No, sir ; they are merely filed. 

Q. All the more important contracts along the line are then here! — 
A. For the last eighteen months they are here. Prior to that time we 
had not received them regularly from the road. It is only since I have 
been comptroller that I had them brought here. This does not include 
contracts for special rates. 

POOL settlements kept in books at OMAHA. 

Q. In what books do you enter your pool settlements ? — A. Those are 
charged against the gross earnings of the road. 

By Commissioner Littler : 

Q. In what book? — A. Those would go on the books of the account- 
ing department at Omaha — the appropriate register, journal, and ledger. 
The amounts paid on pool balances are always deducted from the gross 
earnings. In other words, the earnings as reported are the earnings 
after the pool balances have been deducted. The pool balances no- 
where appear in our account as special items. 

Q. Then in the books that are here there is no entry of any pool set- 
tlement I — A. Kone, at all. 

Q. Will you repeat just how you get it into you books here? You 
must get it into them somehow. — A. ]Not as a special item. The earn- 
ings of the company are made up by taking the gross amount of revenue, 
and then adding to that all the sums payable to the company pn account 
of pools; and then, on the other hand, deducting all sums payable by 
the company on account of pools ; and whatever is left is called the 
" earnings." That sum is reported to us. So that the pool balances, 
as special items, do not appear upon our books in Boston. 

ONLY POOL BALANCES IN BOSTON BOOKS. 

Mr. Holmes. Only the balances'? 

The Witness. Only the balances 5 yes, sir. 

Q. I understand only the balances go into your accounts ? — A. That 
is true of all balances on account of pools and subsidies. 

Q. The commission can obtain the books with reference to the pools 
at Omaha *? — A. Oh, yes, sir ; everything is spread out there. 

Q. Where do you enter your rebates allowed to shippers ? — A. They 
are disposed of in exactly the same way; charged against the gross 
earnings of the companj^ 
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Q. So tkiit ill the books bere po rebate apx)ear8 anywhere, as such f — 
A. Ko, sir. 

CONSTEUCTION ACCOUNTS, 

By Commissioner Littlee : 

Q. I would like to ask yon where yoar account of construction is 
kept! — A. That is kept in detail at Omaha; but under summarized 
heads it is here. All the accounts under the head of construction are 
transferred to our books under general heads. 

Q. Do you keep your account of construction separate from your ac- 
count of repairs ? — A. Yes, sir ; entirely 

Q. Where is the account of repairs kept f — ^A. That is kept also upon 
our books here in Boston, under a separate head. 

WHERE OBiaiNAL ^^BEPAXB" ENTRIES ARE KEPT. 

Q. But the original entries are at Omaha? — ^A. At Omaha, yes, sir. 
I will modify that by saying, the original entries will be in the depart- 
ments along the line of the road. The Union Pacific system is divided 
into divisions. Each one of the divisions is in charge of a subordinate 
superintendent, and in his office the precise detail is kept ; but it is re- 
I)orted at great length to our Omaha office. 

Q. Where are the headquarters for these several departments f — A. 
At Omaha, for the Nebraska division ; at Laramie, for the Wyoming 
division; at Pocatello, for the Idaho division; at Kansas City, for 
the Kansas division ; and at Denver, for the Colorado division. 

Q. Where are Laramie and Pocatello f — A. Laramie is in Wyoming 
Territory ; Pocatello, in Idaho. The accounts are stated first in the of- 
fices of the division superintendents, and then reported at great length 
to the auditor at Omaha. 

Q. And you think we will find a perfect transcript of every important 
proceeding at Omaha which is contained at these division headquar- 
ters f — A. Yes, sir ; I am sure you will. I ought to say that those va- 
rious subordinate superintendents handle,of course, only the operating 
expense accounts. They have nothing to do with the revenue accounts. 
Those accounts are handled entirely at Omaha. 

LOCATION OF HEADS OF SUBORDINATE DEPARTMENTS. 

By the Chairman : 

Q. Who is at the head of the department in Omaha in charge of the 
books? The accountant of the department? — A. Yes; Mr. J^rastus 
Young, the auditor. 

Q. Who has charge of the other departments or the divisions that you 
named! — A. The general superintendents have charge. 

Q. Who are they? — ^A. I will name them, subject to correction. 
There have been one or two changes very lately. Mr. W. A. Denell 
has charge, I believe, of the Nebraska division accounts ; Mr. J. O. 
Brinkerhoff' has charge of the Kansas division accounts ; Mr. Robert 
Blickensderfer has charge of the Idaho division accounts ; Mr. C. E. 
Wurtele has charge of the Wyoming division accounts, and Mr. J. K. 
Ohoate of the Colorado division accounts. 

CONSTRUCTIYE MILEAGE ACCOUNTS AT OMAHA. 

Q. Where is your constructive mileage account entered? — A. That is 
t Omaha. 
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Q. Then the accoaut of rebates, constrnctive mileage, pool settle- 
ments — and in that you include terminal settlements A. Yes, sir. 

Q. (Continued.) Are to be found at the offices^ named by you, and not 
here?-^A. Not here. They are at Omaha. ' ' 

Q. What other sources of information can you direct the Commission 
to with reference to your accounts, other than those you have named f 
— ^A. So far as the revenues derived from the operation of the road are 
concerned, to no other source. Everything is concentrated at Omaha. 
So far as the operations of the land office are concerned, they, too, are 
kept at Omaha in great detail. The income derived by the company 
from its investments is detailed, of course, on the books at Boston ; re- 
ported to me by the treasurer. 

By Commissioner Littler : 

Q. Do these books here contain the original entries of those transac- 
tions, or are they mere transcripts from Omahaf 

The Witness. The investments? 

Commissioner Littler. Yes. 

A. They are* both. Very largely they are made up from transcripts 
sent forward from Omaha, and also from the reports made by the 
treasurer. The investment account of the Union Pacific Company, 
you may have noticed by the report, is made up almost altogether 
from investments in the side lines. Those lines have been built by the 
construction department of the Union Pacific road, and the money has 
been drawn from the general treasury of the company at Omaha. The 
outlays have subsequently been reported to us from time to time in 
the ordinary way of accounting. 

where the vouchers are kept. 

Q. Where are your vouchers kept ? — A. Vouchers covering payments 
made at Omaha are on file there ; those covering paymiBnts made here 
are on file in Boston. 

Q. What payments are made here? — A. We pay the salaries and ex- 
penses of the executive departments. We also pay some legal expenses 
here and in New York, and the salaries of our attorneys at Washing- 
ton. These cover, substantially, all the payments for expenses made 
here. 

Q. They cover all the expenses that are made here? — ^A. Yes, sir. 

Q. The legal expenses and your salary rolH — A. The salaries and 
expenses of the executive departments. 

Q. Have you the vouchers of your legal expenses? — A. Yes, sii*. 

Q. Will you produce them I — A. I am now having a detailed state- 
ment of all our legal expenses made, in answer to your recent letter, 
and I will produce that with the vouchers, if you desire. 

Q. We would like to s(ie the vouchers for one year, for i nstance. How 
many vouchers will you run for legal expenses for 1881 ? — A. Very few. 

The Chairman. Then we will take up three or four years, or as long 
as you can produce them. 

Commissioner Littler. I should not think they would be much in 
bulk. 

The WiTN:pss. Ko ; I will take out two or three years, for a specimen 
—1883, 1884, and 1885. 
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MISCELLANEOUS EXPENSE ACCOUNTS. 

By the Oh airman : 

Q. Have you miscellaneous expenses here I — A. None, except those 
that are forwarded to Omaha and included among the ordinary expenses 
of the road, such as the rents of our of&ctjs here and in New York, and 
bills for advertising, and matters of that kind. Eelatively, they are 
very small. 

Q. What knowledge have you of the accounts, other than the entries 
upon the books at Omaha, as to rebates or construction account, or pool 
account! — A. So far as the pool accounts are concerned, those are 
always matters of contract. The duties imposed upon the accounting 
department is merely the settlement of the account in accordance witii 
the terms of the contract. The payments for rebates are also made under 
what is virtually a contract. My knowledge as to rebates, however, is 
limited to an inspection of the statements that pass through my hands, 
intended for the United States Commissioner of Eailroads, at Washing- 
ton. 

RELATIVE TO GROSS EARNINGS. 

By Commissioner Littler : 

Q. Have you any book wjiich contains the gross earnings of this 
company, including rebates and also pooling rates? — A. No, sir ; I do not 
believe there is any such book. 

Q. Yod never declare a gross earning until the rebates and the pools 
are settled! — A. No, sir ; never. When we publish our earnings, we in- 
tend never to have to say that they are thus and so, provided we have to 
make no deductions. The earnings are the precise amount published. 
Everything has been deducted. 

ACCOUNTS OF REBATES. 

By the Chairman : 

Q. Where can the Commission lind the total amount of rebates al- 
lowed by the Union Pacific last year ! — A. At Omaha. 

The Chairman. An<l the individuals to whom the allowances were 
made? 

By Commissioner Littler : 

Q. Are there any other deductions, except rebates and pool settle- 
ments, before the gross earnings are ascertained? — A. Overcharged 
claims. Those are the only ones. 

Q. What are they ? — A. Those are generally claims made by ship- 
pers, or consignees for overcharges on the ground that the classification 
was wrong, or that the billing agent made a mistake in making out 
the bills— that the weights were wrong. All claims for damages or 
losses are charged to the operating expenses. 

NO constructive mileage ACCOUNT. 

By the Chairman : 

Q. Where will the Commission find the total amount of constructive 
mileage allowed to the branch roads last year ? — A. That could only be 
ascertained by a most elaborate series of computations. 
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Q. Do you not ascertain exactly what you are charging through your 
accounts on the main line ! — A. ^ot on account of constructive mile- 
age ; no, sir. The traffic department, which makes the divisions, re- 
ports to the accounting department what arrangement has been made 
with reference to the division of earnings between the Union Pacific, 
for instance, od one side, and the Utah and Northern on the other. The 
accounting department at once prepares tables of percentages, and those 
percentages are used for the division of earnings all the way through 
until the rates are revised. In order to ascertain what amount has been 
passed to the credit of one line on a constructive mileage basis as op- 
posed to the amount that would have been passed to the -credit of that 
line on a pro rata basis, new tables would be necessary to cover the 
shipments during the year. 

By Commissioner Littler : 

Q. Are those statements made monthly, or how do you keep the con- 
structive mileage account ? — A. We have no constructive mileage ac- 
count. The allowances made to the side lines are based upon the con- 
structive mileage. I thiuk Mr. Adams explained the general scheme 
to you. To state the account would involve a great deal of labor. 

Commissioner Littler. I did not hear his testimony. 

The Witness. If the Union Pacific has a haul of 50 miles and the 
Solomon Eailroad has a haul of 50 miles we give the latter a construct- 
ive mileage of one and one-half to one. In other words, we call their 
haul 75 miles. The actual distance, although only 100 miles^ is assumed 
to be 125 miles, of which the Union Pacific gets 50 and the Solomon 
Eailroad 75. If that was divided on a straight mileage basis, they would 
be 50 and 50. 

Commissioner Littler. You must state that account somewhere, and 
you must keep it somewhere ? 

The Witness. It is always stated upon the basis upon which the 
division is actually made. 

Q. In what book is it stated ?— A. That would be in the account books 
of the accounting department at Omaha. 

Q. Why do you say to the Commission that account involves so much 
labor •? — A. Because the rates on every single shipment would need to 
be revised, to ascertain what the exact percentages would be for the 
distance hauled, and to make a computation based upon that and com- 
pare it with what was allowed on the computation that was actually 
made. 

Q. As I understand, you have a general arrangement by which con- 
structive mileage is determined between the main line and the branch ? — 
A . Yes. sir. 

Q. Do you not subject the entire business of that line to that general 
rule of constructive mileage, and is it not condensed in that form f — A. 
I see your point. It would vary, t think, with nearly every shipment, 
especially on the main line. In your relations with the Iowa roads we 
are allowed the same rate, I think, for two or three hundred miles west 
of the Missouri Eiver as we get for 10 or 15 miles west of the river ; so 
that you can see the earnings per mile on a shipment of 15 miles out 
are verj much larger than on a shipment two or three hundred miles 
out. 

Q. It is graduated, is it? — A. Iso, sir; it is not. 

Q. At all events, such accounts as you have embracing constructive 
mileage will be found at Omaha? — ^A. Yes, sir; everything is there. 
Here is the report of the Government directors for 1882. 
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Mr. Charles Francis Adams. I referred to this the other day, and 
it reads as follows. I read from the report of the Government direct- 
ors ; 

Uoder the constraction put upon the Thurman act, so called by the Government 
officers, the 25 per cent, oi earnings required to be applied on the debt of the Union 
Pacific Railroad Company is derived from the main line only^ from Council Bluffs to 
Ogden, and not from the v^hole system. This being the case vre (that is, the Gov- 
ernment directory) deemed it important to know definitely what constructive mileage 
allowances were made to the l|)ranchi roads of the system, and made inquiry accord- 
ingly. 

They then specify the constructive mileage allowed in each case. For 
instance : the Omaha and Eepublican Yalley is allowed 1^ miles to 1 
mile ; the Oregon Short Line is allowed 1 J miles tq 1 5 and so on. 

BRANCHES ENTITLED TO CONSTRUCTIVB MILEAGE. 

Commissioner Littler. Bead all the branches that are entitled to 
^ constractive mileage. 

Mr. Adams : 

The Omaha and Republican Valley Railroad is allowed li miles for 1 mile. 

The Omaha, Niobrara and Black Hills Railroad is a.llowed 1| miles for 1 mile. 

The Saint Joseph and Western is allowed li miles for 1 mile. 

The Echo and Park City is allowed 2 miles for 1 mile. 

The Greeley, Salt Lake and Pacific is allowed 2 miles for 1 mile. 

The Julesburg Branch, Colorado Central, is allowed IJ miles for 1 mile. 

The Colorado Central, standard gauge, is allowed 1^ miles for 1 mile. 

The Utah and Northern is allow^ If miles for 1 mile. 

The Oregon Short Line Railway is allowed If miles for 1 mile. 

The directors then add : 



We do not find these allowances excessive or unusual, but believe them to be just 
and equitable and based upon the value of the business brought to the main line* by 
the connecting roads. 

That is, our action in that matter was wholly approved by the board 
of Government directors. 

The Chairman. Who made the allowance ! 

Mr. Adams. That was before my time. It was undoubtedly made by 
the Union Pacific Eailroad Company and approved by the Government 
directors. 

The Chairman. Why could they not have arbitrarily doubled the 
amount of constructive mileage *? 

Mr. Adams. Because they thought so doing would be improper and 
unjust. 

The Chairman. Why more so than the other 1 

Mr. ADAMS. Because that was uniformly made by all lines, so far as 
we know, in dealing with their branch systems. 

The Chairman. Why could the settlement not have been made with 
the branch lines just as readily as with other lines, as terminal settle- 
ments, instead of by constructive mileage ? 

Mr. Adams. Because it is not customary to make it by terminal set- 
tlements. We are allowed a constructive mileage at Council Bluffs. It 
is the basis upon which business is universally done among railroads, 
so far as we know. We therefore applied the universal rule to our 
branch system. The Government had the advantage of the rule at 
Council Bluffs, and the burden of the rule at the other point, in com- 
mon with ourselves. But the same rule which was applied to us, and 
from which the Government was benefited, we applied to our branch 
lines when we came to dealing with them. 
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ComiBiKsioDer Littlee. In stating the not earnings with the Gov- 
ernitient you take out this extra mileage before you ascertain the net 
earnings whicli are to be paid under the Thurman act, or under the five 
per cent, act, 1 suppose'? 

Mr. Adams. Yes ; where at Council Bluffs we receive ,the construc- 
tive mileage, and it is in our favor, we add it, and the Government has 
the advantage of it. 

Commissioner Littles. In other words, you give these branches the 
benefit of this constructive mileage before you declare what your net 
earnings are ! 

Mr. Adamb. We do. 

Commissioner Littler. You have to do that. 

Mr. Adams. Wo give the branch line the advantage jiist as the main 
line receives the advantage at Council Bluffs. The Government profits 
at Council Bluffs, as the company does. It is 25 per cent, more on ac- 
count of constructive mileage there, and 25 per cent, less where the 
same rule applies further on. 

Commissioner Littler. Does the Government get any benefit on the 
constructive mileage, except at Council Bluff's ! 

Mr. Adams. That makes up our whole business along the main line. 
The Government cannot receive more than there is. 

The Chairman. Why is it not as appropriate to be done with other 
roads, as with the branch lines f 

Mr. Adams. It is ; we pursue it with all other connecting roads. It 
is nothing unusual. 

Commissioner Littler. We understand that. 

method of fixing constructive mileage. 

The Chairman. How does your board ascertain, when they fix the 
rate of constructive mileage, as to the ability of the main line to make 
such an allowance or percentage as one and one-half, or one and one- 
quaiter, or two *? 

Mr. Adams. We do not do it. 

The Chairman. How is it done *? 

Mr. Adams. It is done by reports of our commercial department. 

The Chairman. How do they determine it? 

Mr. Adams. Just as it is determined on other lines. 

The Chairman. In what way ? 

Mr. Adams. It is a matter of discretion as to what is fair and reason- 
able. 

The Chairman. How do they reach a conclusion ! 

Mr. Adams. In the same way as you usually reach a conclusion in 
such matters. 

The Chairman. By what reasoning do they get to the conclusion 1 
Is it by a source of profit, or the ability of the road to bear, or what is it f 

Mr. Adams. How do we get at it at Council Bluff's in our dealings 
with other lines that w^e connect with there? It is a matter of barter. 

Commissioner Littler. Trade and dicker. 

Mr. Adams. Trade and dicker. We apply the same rule when we 
get to our branches. All those receive le^s, as a rule, than we our- 
selves aie allowed. 

The Chairman. Is it not a just conclusion that the system of con- 
structive mileage is based on dickering ? 

Mr. Adams. It is. 
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The Chairman. And therefore, I should conclude, a very unwise or 
unsafe system of railroading. 

Mr. Adams. It is the system universally applied 5 that is all we can 
say. 

Commissioner Littler. Whom do we find to dicker with as to the 
branches f 

Mr. Adams. Who does the Chicago, Burlington and Quincy find to 
dicker with as to its branches ! We apply the same rule as other rail- 
roads do. 

The Chairman. These branch lines are corporations within them- 
selves, I suppose, and have a directory and a management! 

Mr. Adams. Yes. 

The Chairman. Who deal with you at arms' length in fixing these 
rates f 

Mr. Adams. Yes. 

The Chairman. That is the source that you have for fixing these 
rates on branch lines ? 

POLICY OF UNION PACIFIC APPROVED BY GOVERNMENT DIRECTORS. 

Mr. Adams. That is the way. But the point that 1 wish to bring out 
is this : I happened to come into the room as Mr. Mink was finishing on 
this point. 1 wish to call the attention of the Commissioners to the fact 
that the Government representatives on our board had had their atten- 
tion publicly called to this very matter. They were not by any means 
a friendly board of Government directors. Their attention being called 
to it, they went into an examination; and Mr. Haven, the chairman of 
the board, assured me personally, when he went into it, that he thought 
he was going to uncover a great abuse. Being himself connected with 
the Chicago, Burlington and Quincy and other roads, and so familiar 
with the whole subject and with the allowances ordinarily made, he felt 
compelled to indorse and approve the action of the company. There- 
fore, the directors of the company have since presumed, and I think 
not unfairly, that the Government directors on their board having ap- 
proved, publicly and officially, of their action in this matter, the Gov- 
ernment would not go behind the recorded approval of its own repre- 
sentatives. If the official and recorded action of the Government 
directors in our board will not justify the management of the Union 
Pacific, so far as the Government is concerned, in adopting a given line 
of policy, what, 1 ask, will justify it? What other safeguard can we 
have? Are we, the stockholders' representatives, to be criticised by 
the Government for pursuing a course to which the attention of the 
Government's own representatives was called, which was approved by 
them, and thei^ approval silently accepted for years by Congress and 
the whole executive? If this will not justify us, I want to know what 
will. 

Commissioner Littler. Is it not true that the directors of the Union 
Pacific are largely tbe directory of these branch lines? 

Mr. Adams. Very largely. 

Commissioner Littler. Then you find yourselves frequently dealing 
with yourselves in fixing these arbitrary rates ? 

Mr. Adalis. Very frequently 5 just as the directory of the Chicago, 
Burlington and Quincy is the directory of the Burlington and Mis- 
souri, and fixes it in the same way. 

Commissioner Littler. Do you find any embarrassment in dealing 
with yourselves on a question of that kind ? 
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Mr. Adams. We have foand at times a considerable embarrassment, 
owing to the fact that it laid us open to this very criticism ; and, there- 
fore, we were glad when the Government directors looked into the mat- 
ter and pronounced it all right. 

The Chaibman. Suppose the branch road directors were antagonistic, 
what would be the result f 

Mr. Adams. We should then higgle and dicker until we arrived at a 
conclusion ; and if we could not arrive at a conclusion we would sub- 
mit to arbitration. 

The Chairman. And if not reached by constructive mileage, then by 
terminal settlements ? 

Mr. Adams. Possibly by terminal settlements, or in some other way. 
I wish to say that the Northern Pacific, the Northwestern, the Chi- 
cago, Burlington and Quincy, the Missouri Pacific, and the Atchison, 
all, so far as we know, pursue exactly the course we pursue. This is an 
important matter, about which a great many very unjust accusations 
have been loosely made, and we are glad of an opportunity to clear it 
up. 

Commissioner Littler. We appreciate the importance of it, and 
can see how, under this constructive mileage, you could annihilate the 
net earnings. 

Mr. Adams. We would then at once fall behind the Government di- 
rectors and say that they were a board not friendly to us who had looked 
into this matter, and had decided that what we did was not unreason- 
able. 

Commissioner Littler. You denied the admission of the Govern- 
ment directors. They are here under protest. 

Mr. Adams. Never. 

GOVERNMENT DIRECTORS ADMITTED WITHOUT PROTEST. 

The Chairman. The Government directors made application at the 
organization of the Union Pacitic Railway Company, at the time of the 
consolidation, and a correspondence arose, after which they were finally 
admitted to the Union Pacific Railway, and then virtually entered 
under protest. Judge Dillon, I call your attention to that. 

Mr. Adams. It was before my time. They have for years been ad- 
mitted without question. 

Mr. John F. Dillon. I think the company ought to be put right on 
the record there. In the original Union Pacific act. Government di- 
rectors were confined alone to the Union Pacific road, from Omaha to 
Ogden. Although the Government subsidized other roads — the Sioux 
City, and the Central Pacific, and the Kansas Pacific — it provided for 
no Government directors in any of those companies. The acts of Con- 
gress of 1862 and 1864, both provided for the consolidation of any two 
or more of the Pacific roads into one, and provided that they should 
form a new organization with new capital ; and a new name, and a new 
board of directors. In other words, it provided for a consolidation ; 
and a consolidation of railroad companies, is, in law, an extinguish- 
ment of the original companies and the formation of a new company out 
of the constituent companies. Now, that was what was done when the 
consolidation of the Union Pacific, the Kansas Pacific, and the Denver 
Pacific took place. They made a new company in exact conformity with 
the act of Congress, with a new capital stock, with a new name, with a 
new board of directors, and then the question arose, whether the Govern- 
ment directors who were confined alone to the old Union Pacific came 
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ill de jure into the iie\% organization. That que&tlon arose at ttie first 
meeting. It was sahmitted at once. It was very important — as im 
portant to the Government as to the company — to see whether five 
gentlemen had a right, in law, to sit on the board of the new company. 
It was just as important to the Government as to the company to 
ascertain whether, if they were sitting there and voting, it might not 
vitiate the proceedings. That was promptly submitted to the Attorney- 
General of the United States, whose opinion is in writing. I think 
that question was raised by the Government directors themselves. 

QUESTION OF BIGHT OF ADMISSION RAISED BY GOVERNMENT DI- 
RECTOR NILES. 

Mr. Holmes. It was rtoed by Mr. Ni-ies. 

The Chairman. Upon the objection to the admission, yes ? 

Mr. John F. Dillon. That matter was submitted to the Attorney- 
General, whose opinion is in the official records of the Government 
here and since he decided that they had a right, dejure^ to sit in the board 
that right has never been questioned from that day to this. 

Mr. Adams. And they have sat and ^oted. 

Mr. John F. Dillon. And they have not attended under protest 
from that time to this. 

Mr. Holmes. Since which time the Government directors have been 
notified to attend the meetings of the board of directors, and no question 
has been raised. 

The Chairman. I only want to call the attention of Mr. Adams to 
the fact that the authority of the Government directors was questioned 
at one time^at the reorganization. 

Mr. Adams. I will say at once that since I have been a director, and 
especially since 1 have been president of the company, the Government 
directors have regularly attended the meetings. One of them has al- 
ways been on the executive committee. 1 wish to say, further, that 
there have been no more honest and zealous and intelligent supporters 
of the course the management has pursued than the Government di- 
rectors- There never has been a suggestion on their part that informa- 
tion was denied them, or that anything was done without their knowl- 
edge. I will add, further, that since I have been president I think 
every single act of the administration has been wholly approved by the 
board of Government directors. 

The Chairman. You are only speaking, however, of since 1880. 

Mr. Adams. I only speak of the time since I came in^ 1882 and 1883, 
I think it was. 

The Chairman. There was quite a difference prior to that time among 
the Government directors ? 

Mr. Adams. That I have nothins: to say about. I did not mean to 
interrupt your proceedings. 

The Chairman. We thank you for interrupting us. 

By the Chairman : 

Q. Mr. Mink, will you furnish us with the total amount of allowance 
to the branch roads, under constructive-mileage, for the several years 
since you have been connected with the road ? 

The Witness. That is, the amount allowed to these branch lines on 
a division of joint earnings on a constructive-mileage basis, in excess of 
the amount that they would have been allowed if the rates had been 
divided on a pro rata basis ? 
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The Chairman. Yes. What is your answer ? Will you do so ? 

The Witness. That is, for what time ? 

The Chairman. For what time can you furnish it f 

A. I do not believe that it would be possible for this company to fur- 
nish an answer to that question with the force that we have in the ac- 
counting department at Omaha — and there are nearly three hundred 
clerks in that department there — inside of three years ; that is, if the 
clerks are to perform their regular duties at the same time. 

Q. Then how do you inform your officers as to the amount that is 
charged off* from the main line of the Union Pacific Eailway Company 
to the several branch roads 1 — A. We never make any report of that 
amount. It has never been ascertained. 

HOW THE CONSTRUCTIVE MILEAGE IS DETERMINED. 

Q. How, then, do they determine the basis of the amount of construct- 
ive mileage ! Is it a guess ? — A. No, sir ; they determine the allowance 
by taking into consideration the general features of the property, the 
amount of its traffic, the population along the line, the cost of operating 
the line, and various elements of that kind. They are always considered 
in such connection. For years, the Union Pacific main line was allowed 
lA miles for 1 on all interchanged business with the Iowa roads, and it 
is to-day allowed from 1 to 3 miles on that same business from the lines 
east of the Missouri River. 

Q. But surely, as the financial officer, you must determine about how 
much is passing away from your company annually by this constructive 
mileage system ? — A. IS'o ; we have never had any account of it. It would 
not be possible for me to tell you what it amounts to. 

Mr. Adams. "Nor how much we have received. 

The Witness. Nor how much we have received. 

Q. It is of so little importance? — A. No, sir; I think the principle 
was recognized as being so fair and equitable that it has never received 
any further consideration, so far as the amount is concerned. 

By Commissioner Littler : 

Q. Does this same difficulty obtain with reference to these branch 
lines ?— ^A. Precisely. It would all be in one account. You would want 
to know what the company had received as well as the amount that it 
had allowed. 

Q. Can you give us the amouul the company has allowed its branch 
lines ? — A. I do not think it would be possible for me to do that prior to 
the time when you are called upon to make your report. I do not think 
it would be possible. 

By the Chairman : 

Q. What do you mean by referring us to constructive-mileage accounts 
at Omaha? — ^A. I did not mean to refer you to constructive mileage 
accounts. I meant to refer you to the accounts of the company at 
Omaha, from which I said the statements could be prepared, which 
would show you the amount of those allowances. 

Q. Have you any estimate upon which you could base an approximate 
idea of the charges-oflf from the main line to the branch lines? — A. 
No, sir. 

Mr. Adams. You are in error there. You are now having an account 
• kept under my direction. 

The Witness. I am in error as to this year. That is very true. I 
will correct my answer, if I may go back there. For the last two oc 

39 p r 
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in de jure iuto llio Dev. organization. That qnestion arose at tlie first 
meeting. It was sahmitted at once. It was very important — aa im 
portant to the Governmeut as to the company — to see whether five 
gentlemen bad a right, in law, to sit on the board of the new company. 
It was just as important to the Government as to the company to 
ascertain whether, if they were sitting there and voting, it might not 
vitiate the pi-oceedings. That was promptly submitted to the Attorney- 
General of the ITuited States, whose opiiiion is in writing. I think 
that question was raised by the Government directors themselves. 



Mr. Holmes. It was r&ised by Mr. Niles. 

TbB Ohaismak. Upon the objection to the admission, yes f 

Mr. John F. Dillon. That matter wag submitted to the Attorney- 
General, whose opinion is in the official records of the GovernmeDt 
hereand since hedecided that they had a riglit.de jure, to sit in tbeboaid 
that right has never been questioned from that day to this. 

Mr. Adams. And they have sat and loted. 

Mr. John F. Dillon. And they have not attended under protest 
from that time to this. 

Mr. HoLHBs. Since which time the GoverDment directors have been 
notified to attend the meetings of the board of directors, and uo question 
has been raised. 

The Chaieslan. I only want to call the attention of Mr. Adams to 
the fact that the authority of the Government directors was questioned 
at one time — at the reorganization. '■ 

Mr. Adams. I will say at once that since I have been a director, and 
especially since X have been president of the company, tlie Government 
directors have regularly attended the meetings. One of Ihem h: ' 
ways been on the execntive committee. 1 wish to say, further, 
there have been no more honest and zealous and Intelligeut snppoi 
of the course the management has pursued than the Government 
rectors. There never has lieen a suggestion on their part that ' 
tion was denied them, or that anything was doue without their ki 
edge. I will add, further, that since I Lave been president I 
every single act of the administration has been wholly approved 
board of Government directors. 

The Chairman. Yon are only speaking, however, of since 

Mr. Adams. I only speak of the time since I came in; 1882 
I think it was. 

The Chairman. There was qnite a diffei-euce prior to tl 
the Government directors T 

Mr. Adams. That I have nothini: ko any uboat. 
iutermpt yonr proceedings. 

The Chaibman. We thank you for ioti irrupl 
By the Chaikman: 

Q, Mr, Mink, will you furnish m •^^^^^^^^^^^^^^ w 
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three months, I think since the Ist of January, we have .been called 
upon by the United States Commissioner of Eailroads to make him a 
report upon this very subject ; but none of the reports have yet been 
prepared, so I am not able to tell you what the result is. 

Mr. Adams. Will you permit me again to interrupt? 

The Chairman. Certainly. 

CONCERNING NEW SYSTEM OF COMPUTING MILEAGE. 

Mr. Adams. Prior to the first of January Mr. Mink's answer is cot- 
rect. In order to give you the information you want it would be neces- 
sary to go into, 1 may say, millions of separate transactions, covering 
eaeh way-bill, to see how it was made up and how it would have been 
made up on another system. And that, 1 may say, is a work too large 
to be undertaken. When thequestion was raised in the Eailroad Commis- 
sioner's report for 1886, and my notice was brought to it, I gave Mr. 
Mink instructions to cause, in the future, the ditterent way-bills, when 
they were divided, to be divided on both bases, so that we could see 
what the difference would be under the two systems. That haS' been 
going on since the Ist of January, and would afford a basis by which 
you could approximately ascertain what the allowances amounted to in 
past periods. The work is now going on, although we have received ho 
returns from it. 

The Chairman. What have you approximated as to the charges off, 
from time to time, under the constructive mileage system ? 

Mr. Adams. I will say we have not yet received any returns. 

The Chairman. It seems to be a very important matter in the finan- 
cial arrangements. How would a charge-off enter into the financial 
concerns ? Would it be $100,000 or $oOO,000 or $50,000 ? 

Mr. Adams. It would be a very large sum of money that we should 
receive at Council Bluffs from the lines east of us, and I should say it 
would be a very considerably smaller sum of money, very materially 
smaller, which we would pay out to our branch lines west of Omaha. 
But I should hesitate about putting it into hundreds of thousands or 
millions of dollars, or any other sum, until I had received inibrmation 
as to the division which had been ordered since the 1st of January. 

The Chairman. Yet it is a large sum of money *? 

Mr. Adams. Undoubtedly. I should say, at a guess, that the amount 
we have received under the constructive-mileage rule at Omaha would 
run into millions of dollirs. Would it not, Mr. Mink ! 

The Witness. I should think so, easy enough. 

Mr. Adams. The amount we have received, and of which the Gov- 
ernment got 25 per cent., at Omaha, would amount to million; . The 
amount we have paid out under the same rule would probably be half 
as much. 

The Chairman. That is, half of millions. 

Mr. Adams. Half of whatever it would be. 

The Chairman. Then it would still run into millions, that you would 
charge on your branch lines, under the constructive mileage system f 

Mr. Adams. It might. 

The Chairman. I regard you as on the witness stand, Mr. Adams. 

Mr. Adams. I have been there. 

The Chairman. Is there no way by which the Commission can ascer- 
tain information that would guide them in reporting to CongrejJS, or to * 
the President, the amount of constructive mileage that was charged -off, 
from time to tiwo, to the several branches "? 
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Mr. Adaus. Yes ; tbnt cau be ascertaine<l when ve get the resatt 
the account ordered on the Ist of January to be kept. 

The GhaibUAN. No way prior to the let of January? 

Mr. Adams. I thnik yoii would have to approximate, from the lat 
January, over tbe period anterior to the 1st of January. 

The Chaieman. Then there is no account, or system of accounts, 
memoranda by which, prior to January, we could estimate the amount 
chargedoff from the main line to the branch lines under conetructive 
mileage 1 

Mr. Adams. The accounts are there, and it could be done, with a suf- 
ficiency of labor, by going ttirough all the way-billa of each particular 
shipment. It wonld involve an almost incalculable amount of clerical 
labor ; that is, it wonld be doing over again all the labor that was done 
in that work through a series of years. 

Mr. Holmes. Restating all the transactions with any branch road or 
any line i 

Mr. Adams. Yi 

The Chairman, There never had been a statement of account uni 
the constructive mileage account I 

Mr. Adamb. Oh, yes ; there has always been a constructive mileaj 
account. It has been settled on that basis. Let us take a given caa 
We will suppose a waybill on which a joint rate of $100 is received.' 
We have thousands of such every day. Each shipment has its own 
way-bill. That passes into the proper office, and is there divided be- 
tween the main tine and the branch line, on a given basis. It might be 
divided on the mileage basis equally well. But it is divided on the con- 
structive mileage allowance basis and filed away. Therefore, to go 
back and do it over again would require a reduplication of the original 
labor. Having once been worked out on the constructive mileage ba^is 
^U is How to be worked out anew on the mileage basis. It would really 
^Bnan a doubling of the labor In each year. 
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SETrLEMEHTS OP TOTAL AMOUNTS OP DIVISIONS. 



The Chaieman. That is because the company has at no time, from 
month to month, as it seems to me, for the purpose of accurately a 
taiiiing adjustments, made settlements of the tolal amounts of these di- 
visions. 

Mr. Adajhs. They have all been made. 

The Chairman. Where are tbe totals ? 

Mr. Adams. They have all been made. They are there every yeaci 
and every month. 

The Chairman. I mean the total monthly or semi-annnal settle- 1 
ments. 

Mr. iVDAMS. Thai is done every month and every year. ,, 

The Chairman. Where are the totals * 

Mr. Adams. They are in Omaha. 

The Chairman. Then you can furnish the totals charged off to the ] 
branch lines under the settlement? 

Mr. Adams. Oh, yes, sir. 

The Witness. Or, in other words, the amounts allowed to thej 
branches on interchanged business ? 

The Chairman. Tes. 

Th« Witness. Tes, I can furnish yon a statement of the amount 
that hiis Itecn alluwfd to them, and hIso a statementof the amount that j 
ffoald have been allowed to them if the earnings had beeudvavte^u 
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a pro rata basis, and yoa really need that to find out how much is in- 
volved in the constructive mileage question. 

The Chairman. You furnish the total amounts charged off irom the 
main line to the several branches under the constructive mileage system. 

The Witness. Yes, sir. 

The Chairman. That is what we want — from year to year. 

Mr. Adams. From month to month and year to year. 

The Witness. Why not explain to the Commission that the question 
of constructive mileage is not unlike the question of a combination of 
local rates f 

Mr. Adams. I did it the other day. It is in my evidence. 

Mr. John F. Dillon. To explain that, I think the Commission would 
want the philosophy, reason, or rationale of constructive mileage as be- 
tween the Iowa roads and Union Pacific roads and as between the 
Union Pacific road and its branches. 

EFFECT of OONSTKUCTrVE MILEAGE UNDER TfiUBMAN ACT. 

Commissioner Littleb. We understand that this is a system that 
has grown out of the necessities of traf&c. We understand that con- 
structive mileage obtains with all main lines and their branches. That 
is a general proposition, we understand. And we understand that it is 
recognized as a custom among railways. But we are trying to get at 
just how this constructive mileage affects the income to the United 
States under the Thurman act. 

Mr. Adams. If you will permit me, I will come down to the root of 
this dif&culty in one minute. There is no question about constructive 
mileage, and the usage and the custom and propriety of it. It all arises 
out of the other branch of the subject, which you gentlemen have got 
to come to. That is, the erroneous attempt, under the Thurman act, 
but which started with our original charter, through which we were 
called upon to pay a proportion of our net earnings to the Government 
instead of a gross sum. If the Government would say to the Union 
Pacific, " You pay into our Treasury toward this sinking fund so many 
hundred thousand dollars a year in gross, and manage your own busi- 
ness in your own way,'' these vexatious questions would never arise. 
We should then manage our companies like other companies, according 
to the universal rule of railroads. 

FAVORS PAYING A GBOSS AMOUNT YBAKLY. 

Commissioner Littles. I will get you to state right now in this con- 
nection, how much you would agree to pay. 

Mr. Adams. That is rather a large question. I supposed we would 
come to it later; I shall then be prepared to go into the subject with the 
Commissioners, at such length as they desire. I will say that we would 
cheerfully. pay you half a million dollars more a ^^ar in a gross sum 
than we have to pay under the present vexatious arrangement. That is, 
we would rather submit to a loss of half a million dollars a year than to 
have these vexatious litigations going on with the Government the 
whole time. For the year of 1885 we paid the Government $1,100,000. 
We would cheerfully have paid $1,600,000 to the Government in a lump 
sum, if by so doing we could have been, rid of this vexatious and in- 
terminable discussion of net earnings. 

The Chairman. Judge Dillon, did you want to ask a question t 

Mr. John F. Dillon. Under the intimation of Mr. Littler, I- do not 

care to pursue the subject, except that I want to ask Mr. Adams this 

stion : If the Union Pacific is allowed the benefit of constructive 
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mileage^ od one hand, and you charge against that accoant what it pays 
at the other end to its branch lines, can yon state whether the company, 
and the Government through it, is a gainer or a loser? 

THE aOVERNMENT A GAINER BY CONSTRUCTIVE MILEAGE RULE. 

Mr. Adams. I stated in my examination before the Commission that, 
in my opinion, it is a matter of opinion; but to the best of my judg- 
ment and belief the Government is a large gainer by the rule of con- 
structive mileage. That is, to use [the vulgar adage, we have gone on 
the principle that " what was sauce for the goose was sauce for the gan- 
der.'' And as the Union Pacific, we will say, was the goose in this case 
and the branch lines were the gander, they were entitled to their share 
of the sauce. We have maintained and now maintain that the Union 
Pacific and the Government, as its partner, got a great deal more sauce 
than the branch lines. 

The Chairman. To carry the figure out, you cannot determine the 
quantity of sauce. 

Mr. Adams. ISTo; we cannot say the sauce amounted to so much, with- 
out doubling our work. 

The Chairman. How, then, are we to inform the Government as to 
this question. 

'Mr. Adams. You shall have all the light we can give you, but our only 
answer to your inquiry is what I have given. We can furnish you the 
information, but only as the result of an amount of clerical labor which 
would more than consume the whole sum appropriated by the Govern- 
ment for the conduct of your investigation. In my opinion, it would re- 
quire the labor of a thousand clerks for one year. 

The Chairman. Do you regard the system of accounts that fails to 
keep such an important statement as a good system? 

Mr. Adams.* Every railroad in the country has the same system. 

The Chairman. Do you legard it as a good system ? 

APPALLING NUMBER OF WAY-BILLS, &C., DAILY. 

Mr. Adams. I do. It is sufficiently good for our purpose in carrying 
on business. There must be some end to statistics in the management 
of a large railroad company. I will say now that the Union Paeiflc is 
loaded down by the amount of statistical information it is already fur- 
nishing, and this would add nearly 50 per cent, more to it. It is appall- 
ing to the ordinary mind to contemplate the number of way-bills, papers, 
and business transactions which daily pass through our offices, covering 
all our shipments. I cannot myself say whether they should be num- 
bered by the liundred thousand a day, more or less. Each of these has 
to go through the hands of clerks, and be gone over and divided up. 
When it came to go over them two or three different times, and doing 
the sum, for the purpose of information, in two or three different ways, 
there is such a thing as being buried under the mass of one's informa- 
tion ; and we are very near that all the time. 

The Chairman. The millions are coming in under this system and 
millions going out, according to your statement, and there is no account 
to show the difference whether there is more that comes in than goes 
out. It is not of sufficient importan^^e to strike a balance. 

Mr. Adams. It is of sufficient importance to do anything,* but all that 
we dah say is, that we have not deemed it necessary for us, in that re- 
spect, to do more than other railroads of the higher standard have been 
in the custom of doing. The only offense that can be e\i«»»ic^'^^ ^%^\si.^\» 
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US is, that we have not adopted a system whiohno railroad in the world 
has ever adopted. 

The Chairman. Few railroads have had as much help as the Union 
Pacific. 

"NET EARNINGS" THE ORIGINAL SOURCE OP DIFFICULTY. 

Mr. Adams. We are perfectly willing to meet the Government in that 
respect, as I said before, and to pay them mnoh more in the way of a 
lamp sum than the amount that they receive out of a perecDtage of the 
net earnings. There is the original source of difficulty. 

Commissioner Littler. Recurring once more to these branch liQes, 
the Union Pacific directory hold arbitrary power to determine the con- 
structive mileage on these branch lines, as I understand you. The di- 
rectory of the Union Pacific are largely the directory of the branch lines. 
In other words the branch lines are practically owned by the Union 
Pacific Railroad Company, so that it has the arbitrary power of deter- ^ 
mining these rates. Now, I suppose in doing so you have had your 
mind drawn to the question, how much these branch lines would have 
to earn in order to pay their fixed charges, have you not f 

Mr. Adams. Oh, yes. 

Commissioner Littler. Have you taken that matter into considera- 
tion in fixing this constructive mileage account with themf 

Mr. Adams. No. 

Commissioner Littler. You have not ? 

Mr. Adams. No. 

Commissioner Littler. You have fixed this constructive miileage, 
not with reference to the amount of interest these branch roads would 
have to pay on their fixed charges at all! 

Mr. Adams. I have not fixed them at all. 

Commissioner Littler. I am speaking of thh corporation, the Union 
Pacific. 

Mr. Adams. It is a matter which never reached me. It is settled by 
those who are supposed to understand that part of the business, and 
their advice has uniformly been taken, so far as I know. 

Commissioner Littler. Is it not true that somewhere in the archives 
of this Union Pacific Railway there is lumped together, either monthly 
or semi-monthly, or annually or semi-annually, the gross sums whieh 
have been charged off in favor of these branch lines against the main linef 

Mr. Adams. There never has been any such case ; there never has 
been anything charged off in their favor against the main line. You 
will no more find that than you would find the amount credited which 
had been received by the main line from its connections east of Council 
l^lufis. The two cases are precisely parallel. 

The Chairman. I call your attention to the testimony taken in New 
York. 

Q. How can a road whose whole traffic is less than its operating expenses, and the 
annualbasiness only ^monnts to $7,000, be an advantage to the Union Pacific ? — ^A. Be- 
cause that $7,000 may represent over a longer haul on the other road, $100,000. It woald 
depend on the distance the traffic was carried over the main line. Such a case as I 
suggest is a thing perfectly easy to be conceived, and it exists on our system in the 
case of the Echo and Park City Branch. 

Q. It can be computed, but has the computation been made? — A. Oh, yes ; I have 
had those made every year in order to ascertain what the branch-line business of the 
Union Pacific road is worth to it. 

Q. Have you made it for this particular branch f— A. That particular branch is 
merged with the rest. I cannot say I have made it for that. 

Q. Who has charge of the computation?— A. They always go to the com01t»ller. 

Q. Mr. Mink ? — A. Mr. Mink has them prepared for me. 

Q. And can furnish you with all those statements? — A. Yes. 
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I uDderstand by that testimony you covered in your explauatioD be- 
fore the Commission in New York an Account of all the sums under the 
constructive mileage system that have been charged from the main line 
to the branch system, and that Mr. Mink can give the Commission such 
a statement. 

Mr. Adams. The total amount paid under the constructive mileage 
system, undoubtedly. 

The Chairman. Will you furnish that to the Commission ? 

Mr. Adams. That undoubtedly will be furnished. 

The Witness. Yes, sir. 

ALLOWANCE TO BRANCH LINES. 

Mr. John F. Dillon. Has the allowance to any &f the branch lines, 
within your knowledge, information, or belief, ever been fixed with any 
motive or purpose whatever to diminish the amount of net earnings due 
to the Government under the Thurmau act ? 

Mr. Adams. That never was taken into consideration in the remotest 
degree. I never heard it even suggested that it would have that effect. 
In fact, I would say that since*I have been president I do not remember 
a case of constructive mileage to a branch line ever having been pre- 
sented to me. I think we are proceeding under the old rule which went 
into effect long ago, and which was examined by the Government di- 
rectors in 1882. I am not aware that it has been revised since. Cer- 
tainly the effect on the Government, or its 25 per cent., never was even 
remotely considered. 

The Chairman. Mr. Mink, can you furnish the Commission with the 
computation now with reference to constructive mileage ? 

The Witness. No, sir ; I doubt very much whether I shall be able 
to furnish an answer to that question that would be of any use to you 
before the time when you are called upon to make your report. I will 
look the field over and do the best I can. 

The Chairman. It is very important for the Commission to know. 

The Witness. I can undoubtedly give you the figures for the first 
half of the current year some time within the next few months. 

Mr. Adams. I do not think Mr. Mink understands you. Let me ask 
him a question. 

The Chairman. Do so. 

Mr. Adams. The chairman wants to know the amounts actually paid 
without regard to the basis. 

The Witness. The amounts of the revenues of each one of these 
branch lines ? 

Mr. Adams. As compared with the main line. 

The Chairman. From constructive mileage, yes. 

Mr. Adams. Including the constructive mileage. 

The Chairman. 1 want to know what the main line pays to the 
branch lines under constructive mileage allowances. 

The Witness. In other words, you want to know what the revenue 
of the branch lines has been from interchanged business worked up on 
this constructive mileage basis ? 

The Chairman. No 5 I do not want to mix up other business at all. 

The Witness. What goes to the branch lines ? 

The Chairman. I want to make it clear. The Commission wants the 
information as to how much has been paid to the branch lines by reason 
of coQfttructive mileage allowances from year to jear. 

The Witness. That involves the whole question, Mr. Adams, that I 
presented to the Commission. It would be impossible for me to furnish 
you with that for months to come. 
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By the Chairman : 

Q. Where is the computation or information or memoranda that you 
furnished to Mr. Adams of this information at the first of the year f — 
A. I do not think lever furnished Mr. Adams a memorandum covering 
all the lines in our system. I am quite sure I never did. I have, how- 
ever, furnished him occasionally as he has called upon me for them, 
statements with reference to some particular branch. Those were un- 
doubtedly copied in my letter -book in the form of a letter to the presi- 
dent. 

Q. As comptroller, have you ever attempted to ascertain whether 
more comes in or goes out of the main line account under the construc- 
tive mileage system ? — ^A. I have never attempted to do it. I never 
heard the question raised until I saw it referred to in the act under 
which you are now proceeding. 

Q. How did you furnish information to your officers to determine the 
percentage from time to time as to constructive mileage allowed to the 
several roads ? — A. That was never furnished by me. The elements 
which were taken into consideration were passed upon by our general 
traffic manager. 

Q, Who furnished it to the Government directors'? 

The Witness. In 1882? 

The Chairman. Yes ; who furnished the rates'? — A. 1 think it must 
have been furnished by our general traffic manager. They naturally 
would go to him with such a question. 

Q. Will you please give the Commission the computations referred 
to by Mr. Adams as furnished to him, in order to ascertain what the 
branch-line business of the Union Pacific was worth to it? — A. Yes, sir. 

Q. Have you got them now ? — A. I submit, in answer to your ques- 
tion, a statement of the earnings of the Union Pacific Railway Company 
derived on business turned over to it or interchanged by it with its 
branch lines for the year 1886. 

The statement is marked "Exhibit 1, May 24th," and is as follows: 



Statement of the earnings of the Union Pacific Railway Company on traffic interchanged 

toith its branch lines during the year 1886. 



Name of road. 



Omaha and Bepablican Valley 

Omaha, Niobrara and Black Hills 

Echo and Park City 

Colorado Central , 

Salt Lake and Western 

Denver, South Park and Pacific 

Utah and Northern 

Oregon Short Line 

G-reeley, Salt Lake and Pacific 

Lawrence and Emporia 

Laramie, North Park and Pacific w 

Junction City and Fort Kearney .'. 

Solomon 

Salinaand Southwestern 

Denver and Bouldej* Valley 

Golden, Boulder and Caribou ^ 

Georgetown, Breckenridge and Leadville 

Kansas Central 

Montana 

Denver and Middle Park 

Denver, Marshall and Boulder 

Mary sville and Blue Valley ' 

Salina, Lincoln and Western 

Totals .'. ... 



Freight. 



$527, 

238, 

198, 

7o0, 

69, 

70, 

•915, 

789, 

79, 

9. 

1, 

233, 

267, 

143, 

64, 

11, 

4, 

18, 

83, 

1. 

10. 

17, 

• 37, 



943 57 
848 36 
260 42 
295 15 
228 28 
132 70 
736 51 
734 00 
006 92 
529 24 
631 53 
276 84 
859 49 
083 86 
878 61 
104 53 
327 68 
045 69 
497 12 
546 05 
804 32 
996 89 
565 41 



4, 544, 333 17 



Passenger. 



$76, 336 99 
33,438 65 
17, 585 40 

206, 250 52 



"6,837 18 

149, 656 26 

304, 834 54 

12, 206 25 

263 17 

15 00 

51, 335 47 

48, 907 79 

14, 962 54 

16, 451 95 



936 09 

951 30 

3, 231 95 


10 10 
1,403 85 
2, 181 60 



934, 121 74 



Total/ 



$604,280 56 

272, 287 01 

215, 845 82 

956,545 67 

69, 228 28 

63, 295 52 

1, 065, 892 77 

1, 094, 568 54 

91,218 17 

9, 792 41 

1,646 5S 

284, 612 31 

316, 767 28 

158, 046 40 

81,330 56 

11, 104 53 

5,263 77 

18,996 99 

86, 729 07 

1, 546 05 

10, 814 42 

19, 400 24 

30, 747 01 



6i«7e,454 01 



Deficit. 
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THE PARENT COMPANY'S PROPORTION OF EARNINGS. 

Q. When does your fiscal year end ? — A. It ends with the calendar 
year, December 31. . 

Q. Please explain to the Commission whether this is the total reve- 
nue or the difference of profit charged to the several branch lines, the 
figures on this statement representing the earnings of the Union Pacific 
B^ilway Company. — ^A. That is the parent company's proportion of the 
earnings derived from business interchanged by it with its branches j 
it therefore represents a part only of the earnings of the Union Pacific 
Eailway Company. 

By Commissioner Littler : 

Q. It -has nothing to do with its own line, the through business? — A. 
Nothing at all; it shows the value to the Union Pacific Company of 
these side or feeding lines. In 1886 the statement shows that the Union 
Pacific proper earned $5,478,000 from business turned over to the com- 
pany by these branches, which, if the branches had not been in exist- 
ence, we probably should not have earned. 

Q. How much was turned over to the branch lines by the main line? — 
A. This has no connection with that sum ; the amount we turned over 
to them, or the amount allowed to them in the division of rates, is wholly 
independent of this sum ; that is, the sum we did not turn over. 

Q. That is only the one side ? — ^A. That is our side. 

Q. What is the other side ? — A. I cannot tell you what it amounts to. 

Q. How do you determine the difference ? — A. That is determined by 
our general traffic manager. 

Q. How do you determine whether there is a profit from the branch- 
line system or not ? — A. I take our investment account all the way 
through. For instance, we earned here last year from this business 
$5,478,O0(J. It is estimated tl^at this business is moved on our road at 
an expense of not over 40 per cent. It leaves us therefore 60 per cent, 
profit, or^3,287,000. Independently of that revenue, we received in the 
way of income from our investments $1,665,000. Those two sums added 
together make, in round numbers, $5,000,000. We call that the reveaue 
or the income from our investments in these branch lines. Those invest- 
ments represent, in round numbers, $45,000,000. The investments are 
therefore^paying us about 11 per cent. 

GROSS EARNINGS. 

Q. Do you offer that as the net earnings of this branch system ? — A. 
Ko, sir ; I offer that as the gross earnings of the Union Pacific Eailway 
Company, derived by it from business turned over to it by its branch 
lines, or interchanged by it with its branch lines. 

The Chairman. In other words, $5,478,454.91 represents the advan- 
tages of the branch-line system to the Union Pacific main line. Now, 
what are the advantages, and to what amount, of the Union Pacific 
line, under the constructive-mileage system, to tlie branch lines ? 

A. I cannot tell you from any statement I have in my possession 
now. 

Q. Would not that be important to determine whether you had this 
profit, or whether it was an advantage or not, because if the construct- 
ive-mileage system charged off amounts to a similar sum there is no 
advantage; that is the truth, is it not? — A. ISfo, sir; I think not, be- 
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caase we are the owners of the branch lines. If the sums allowed to the 
branch lines were unreasonably large, it would come back to us in the 
wa^ of income upon our investment in these branch lines, in the way of 
interest on the bonds or dividends on the stocks. . So far as the Union 
Pacific Eailway Company is concerned it would make no diflBgrence at 
all. 

By Commissioner Littleb : 

Q. You do not own all the bonds of these branch lines, do you f — ^A. 
No, sir ; we do not. 

Q. There would be a part of it distributed to individuals, and, there- 
fore, if this rate was unjust it would deplete the net earnings of the 
Union Pacific Eailway Company? — ^A. If it were unjust; yes, sir. 

By the Chairman : 

Q. Is that the only computation that you furnished Mr. Adams on 
which he based his idea of constructive mileage for the year 1886 f — A. 
I think that was the statement he had in mind. 

The Chairman. Then that does not give any information at all as to 
the amounts charged off from the main line to the several branches 
under the constructive mileage ? 

The Witness. No, sir. As I said before, I never heard that question 
referred to bexore. 

Q. 3o that if the gross receipts or benefits — and I understand this to 
be a gross sum — was equal to $5,400,000, and the amount charged off 
under the constructive-mileage system as allowance to the several 
branches was a similar amount, it would be a just conclusion to say 
there would be no benefits derived ; is that true? — A. No, sir; that is 
not true. 

The Chairman. Make that clear to me, then. 

The Witness. Whatever sums were allowed to the branch lines 
would, of course, form a part of the earnings of those lines. The earn- 
ings of these lines are made up, of course, first, of the local lousiness, 
and next, of the business that we turn over to them. If, on the busi- 
ness we have turned over to them, we have allowed any unreasonable 
rate, it merely increases their earnings to that extent, and the excess, if 
any, would come back to us to a large extent either in dividends on the 
stocks or in interest on the bonds that the Union Pacific owned. So far 
as the revenue of the Union Pacific Company is concerned, it would not 
make any appreciable difference. 

Q. What would be the case if the branch road reported a deficit! — 
A. Then, for the moment, we would have to advance them the money to 
carry on their business. 

BRANCH ROADS DEFICITS. 

Q. Then it is a fact that most of the branch roads during the last 
year, or the year of 1885, did report a deficit ? — A. A number of them 
did. 

Q. Therefore, there was very little profit to the main line? — ^A. No, 
sir 5 in 1886, as I look at it, the parent company made about 11 per cent, 
upon its investments in these side lines ; I will submit, in explanation 
of my statement, this account : 

The statement is maj-ked "Exhibit No. 2, May 24, 1887," and is as 
follows : 
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Memorandum i» relation to the Union Pacific Railway Company^ investments, 



Investments, bonds, stocks, &c., December 31, 1886, cost $45, 199, 858 07 

Income fh>m investments, 1866, company 1, i>93, 674 65 

Income from investments, 1886,' trostees Kansas Pacific consolidated 
mortgage 72,300 00 

Total equal to 3.68 per cent, on tbe cost of our investments 1, 665, 974 65 

To this should be added the net earnings derived by the Union Pacific 
Railway Company fix)m traffic turned over to or received from its 
branch lines. The gross earnings on this traffic during the year 
1886 amounted to $5,478,454.91. It is estimated that the expense in- 
cident to this transportation is about 40 x)er cent., leaving 60 per cent, 
net, or, say 3,287,072 95 

This would make the total net income derived by the Union Pa- 
cific from its investments 4,953,047 60 

Or, on the amount of its investment, 10.95 per cent. 

EARNINGS, 1886. 

Q. Please explain that. — A. I present this statement, which shows 
that in 1886 the Union Pacitic Company earned on its investments in 
the bonds and stocks of the branch lines about 11 per cent. I take 
first the amount of our investments in these lines, including some small 
outside investments, $45,200,000. The income received from the invest- 
ments last year amounted to $1,066,000. That was the direct income — 
the amount of the coupons that were colleeted, or the dividends that 
they paid to us. That sum was equal to 3.6S per cent, on the invest- 
ments. That was the direct return. 

Independently of that the parent company earned, as I said before, $5,- 
478,000 on the trafSc that those lines had turned over to or interchanged 
with us. That business, we estimate, can be moved by the parent com- 
pany for about 40 per cent..; that would leave the remaining 60 per cent, 
for profit.^ The profit, therefore, amounts to $3,287,000. If you add 
tikat indirect return or profit to the direct income of $1,666,000, you have 
a total of $4,953,000, which represents the return, direct and indirect, 
upon our investment of $45,000,000. If it had not been for these side 
lines of the Union Pacific the parent company would not have derived 
this $4,953,047.60. 

Q. How much of the income of the main line was from the intest- 
ment in branch lines ? — A. About $3^000,000 net. 

Q. What was the income derived from the investment in the branch 
line securities t — A. I cannot answer that without going to the books. 

The Chaiem AN. I wish you would give that amount. 

The Witness (after examining the books). Seven hundred and 
three thodsand six hundred and fi^y-five dollars. 

enumeration of securities. 

Q. What are the other securities? You have given those outside of 
the branch lines and the branch line securities and investments. !N'ow, 
what were the other ? — A. Our investment account is shown on page 91 
of our last annual report of 1886, and is made up, first, of the bonds and 
stocks of other railroad companies, $32,911,775.95. Then there are 
bonds and stocks of steamship, coal, and other companies, and county 
bonds. 

Q. What are the other companies ? I wish you would give them in 
detail. — A. Those are detailed on page 95 of the report for 1886s They 
are made up of our investments in the Pullman's palace cars running 
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on the road; certain investments in coal lands, township and county 
bonds ; some stock in the Occidental and Oriental Steamship Company, 
the Pacific Express Company, the Council Bluff Street-railway Com- 
pany, a itew elevator companies. They are all set out at length on that 
page. The cost to the company was $2,617,411.75. 

Next, the bonds and stocks of railroad and other companies, held by 
the trustees under the consolidated mortgage. Those are set out in de- 
tail at page 98 of that report. They are made up of the Denver and 
Boulder Valley Eailroad Company bonds, $550,000 ; Golden, Boulder 
and Caribou Railway Company bonds, $60,000 ; Junction City and Fort 
Kearney Railway Company bonds, $970,000 ; Lawrence and Emporia 
Railroad Company bonds, $465,000 ; Salina and Southwestern Railway 
Company bonds, $540,000 ; Solomon Railroad Company bonds, $575,000. 

Then there are stocks of the Denver and Boulder Valley Railroad 
Company, $17,000 ; Golden, Boulder and Caribou Railway Company, 
$60,000 ; Junction City and Fort Kearney Ra,ilway Company, $720,000; 
the Irrational Land Company, $200,000 ; Solomon Railroad Company, 
$1,000,500. 

Then there are a number of miscellaneous investments, which I have 
given you. 

Then there are certain advances to our auxiliary companies payable 
in bonds and stocks. These amount to $5,697,670.44. I read from page 
91 of the report for 1886. That amount represents mainly the amount 
of advances by the Union Pacific Company to extend these side lines, 
the branch lines of the system. It will ultimately be paid to us or 
liquidated in the bonds and stocks to be issued by those companies on 
their extensions. Our investment account then will be changed from 
these *' Advances to iiuxiliary companies, payable in bonds and stocks,'* 
to the bonds and stocks themselves. The sum of all these investment 
accounts is $45,199,858.07. This is the amount with which I start my 
statement. 

Q. More than $800,000 of the $1,593,000 is really from other invest- 
ments than the branch lines; is that not the fact ? — A. Yes, sir ; I think 
that is quite true. 

NET EARNINGS OF BRANCH LINES, 1886. 

• 

Q. Then to those investments in the branch lines, the main line con- 
tributed under the constructive mileage system in amount millions of 
dollars towards their income ? — A. I cannot answer that question defi- 
nitely ; but the entire net earnings of the branch lines for 1886 were only 
$1,472,000. 

Q. But the operating expenses had been deducted then, had they 
not? — A. Precisely. They were deducted. 

Q. So that the constructive mileage system would have gone into the 
gross receipts, and would have appeared there, would it not ?— : A. Yes, 
sir. How far the earnings were increased by the constructive mileage 
allowances I am unable to tell you. 

Commissioner Littler. While on this subject, please give the names 
of the several branch lines which are not self-supporting. 

The Witness. We have that in our report. Shall I read them to 
you t 

Commissioner Littler. Yes. We want to know those which do liot 
pay the fixed charges.. 

Mr. Adams. Do you mean which do not pay operating expenses or 
fixed charges? 



^H OLIVER W. MINK. b^SH 

CommissioDer Littlkb. X tueau tliofie wbicli do not pay operating 
expenses and tlte flscd cliarges. 

Mr. Adams. And the fixed charges, Ijotlif 

Commissioner Littleb. Certainly. If they do not pay operatiDg ex- 

Inses and fixed charges they are not self-supporting. jfl 

Thi 
.Ilk 



BOADS KOT SELF-SUPPOETIHG. 



I The Witness. The Denver and Middle Farlc shows a deficit forl8S6. 
|Q. How much T — A. Two thousand three hundred and thirty-threo 
foltars and forty-two cents. Ttie Denver, South Park and Pacific 
thowed a deficit in 188C of *3C8,081.5G; the Echo and Park City Rail- 
way showed a deficit of $35,130.83; the GcorKetowu.BreckeDridgeaud 
Leadville liailway Company showedadeflcit of $13,007.72; the Greeley, 
Salt Lake and Pacific Kailroa4:l Company showed a deficit of $78,339 48; 
the Junction City and Fort Kearuey Kailway Company showed a def- 
icit of $35,223.22; the Kansas Central Railroad Company showed a 
deficit of $159,403.62 ; the Laramie, North Park and Pacific Railway 
and Telegraph Company a deficit of $1,158.70; the Lawrence and Em- 
poria Railway Company a deficit of $44,284.21 ; the Omaha and Re- 
publican Yalley Railroad Company adeficitof $153,540.25; the Omaha, 
Miobrara and Black Hilis Railroad Company a dettcit of $29,382.92 ; 
the Oregon Short-Line Railway Company a deficit of $395,103.71 ; the 
Salina and Southwestern Railroad Company a deficit of $7,094.62; the 
Salt Lake and Western Railroad Company a deficit of $35,416.76 j the 
Solomon Railroad Company a deficit of $6,867.03. Those comprise all 
the railroads showing a deficit. 

Q, Those deficits existed after allowing the benefit of constructive 
mileage f — A. Yes, sir; and after charging up the interest on all the 
bonds outstanding, I mean all the interest including that on the bonds 
of the Oregon Short Line Railroad Company and the Denver, South 
Park and Pacific Railroad Company. The bonds of these two corapanies 
are largely owned by others than the Union Pacific Railway Company. 

Q. Please name the several branch lines which may have been self- 
supporting from the time that you acquired tbeni, or that are self- 
porting now. 

The Witness. Take last year for instance? 

^9BLF■SUPPOETING ROADS. 
Commissioner Littlee. Yes, sir; take 1886, and in answering the 
({nestion give the amount of net earnings, if there are any. — A. The 
roads self-supporting are the Colorado Central Railroad Company, which 
showed a surplus iu excess of all charges for 1SS6 of $78,341.82 ; the 
Denver and Boulder Railroad Company showed a surplus of $15,639.75; 
the Denver, Marshal and Boulder Railway Company, in operation from 
August 19 to December 31 last — it was opened in the month of Au- 
gust — showed a surplus of $6,605.16 ; the Golden, Boulder and Caribou 
Railway Company showed a surplus of $1,664.29 ; the Manhattan and 
Blue Valley Railroad Company showed a surplus of $6,406.63 ; the Mon- 
tana Railway Company showed a surplus of $18,304.40; the Salina, Lin- 
coln and Western Railway Company showed a snrplus of $989.76. The 
road of this company was in operation only for the last four months of 
the year. The Utah and Northern Railway Company showed a surplus 
if $72,959.54, 



If- 
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Q. Th« figures yoa have given me in answer to my last question rep- 
resent the net earnings of those roads after dednctipg the fixed charges 
and running expenses, as I understand yoa? — A. Yes, sir; that is right. 

Q. What have you to say as to the wisdom of the investment to the 
several roads which have not paid their expenses, according to your 
Jinswer to the previous question ? — ^A. The best answer I can make to 
that question is to refer yon to two statements that I have already sub- 
mitted to the Commission. They show, in my opinion, the most satis- 
factory results. They show that on the amount invested, as it staads, 
we msbde last year about 11 per cent. 

Mr. Littles. You reached those figures by letting these roads have 
the benefit of constructive mileage. Chiefly, though, the investoent as 
such, pure and simple, only paid 3 per cent? 

The Witness. Three and six-tenths per cent.; yes, sir. 

Commissioner Littleb. It required the aid of the mother road to this 
constructive mileage system to figure out the results which yon have 
attained there ? 

The Witness. Yes, sir ; it did* 

The Chairman. In other words, if the deficits amount to $1,354,275 
and the surplus $200,907, then the net earnings, $1,154,000, is a deficit? 
If the constructive mileage system had not been charged over to the 
branch lines the probabihties are there would have been a deficit upon 
the entire system ? 

The Witness. Upon the entire system of branches ? 

The Chairman. Yes; under the constructive mileage system. 

the branch lines as FE:E^BttS. 

The Witness. That I cannot tell you. I think it is very doubtful. 
I do not think this question ought to be looked at without taking into 
consideration the revenues derived by the Union Pacific Company upoB 
the business which these lines turned over to it. That was the real 
reason for the construction of these lines. It was to feed the main line. 
Therefore the profits of the Union Pacific Company derived from that 
business ought always to be taken into account. It is the largest item 
in the account. 

The Chairman. If the net loss, as between the deficits read by you 
and the suiplus, amounts to $1,154,000, and the constructive mileage 
charged off to the branches amounts to millions of dollars, there would 
certainly not have been any profit if the constructive mileage allow- 
ances had not been made ? 

The Witness. I do not think I get your idea there. 

The Chairman. If the net loss, as l>etween the deficits read by you 
and the surplus, amounts to $1,154,000, and the constructive mileage 
charged off to the branches amounts to millions of dollars, there certainly 
would not have been any profit if the constructive mileage allowance 
had not been made. ? 

The Witness. No, sir ; I do not think that is true. I think this 
statement shows exactly how the case stands : We h*ave earned on the 
investments during the year a direct return of 3^ per cent, and an in- 
direct return of about 7 per cent., the two together making between lOJ 
and 11 per cent. 

The Chairman. You failed to tell the Commission both sides of tbe 
story; in other words, whether the main line has been a benefit t^tiie 
branches or the branches to the main line. 
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The Witness. I think there is no doubt bat that the main line has 
been of some benefit to the branches, but the object of the construction 
of the branches was to benefit the main line. 

BRANCH LINES PAID 11 PER CENT. IN 1886. 

By the Chairman : 

Q. That may probably be in the future, but what are they now f — A. 
For 1886, it appears on the investments we had made in these lines 
that they paid us about 11 per cent. 

Q. With the aid of the main line ? — A. With the aid extended by 
the main line. 

Q. And without the main line you cannot calculate any percentage i 
— A. I cannot; no, sir. 

Q. Will you tell me if the calculation upon the branch lines, at the 
rate allowed under constructive mileage upon the freight per mile, if 
you have it, would give the amount of the constructive mileage allowed 
from the main line ? Look at this column of freight charges. —A. T do 
not know that I have made this statement perfectly plain to you. These 
are not the earnings of the branch lines. These are the earnings of the 
Union Pacific line on business turned over to it by the branch lines. 

Q. And not the amount of freight carried over the branch lines? — A. 
!No, sir. 

Q. Have you a table anywhere that shows the amount of frei^t by 
weight carried per mile over the branch roads f — A . Yes, sir ; that is all 
detailed in our annual reports. It is not detailed for every branch in 
our report, but detailed for the more important branches. Here is the 
Denver, South Park and Pacific. Such statistics in relation to the 
passenger and freight business as we compiled with reference to that 
road are set out on page 87 of our report. I do not know whether that 
gives you what you want. 

Q. This is only over the branch road f — A. Yes, sir. 

Q. Have you any table showing the distance, as an illustration, which 
this freight was carried over the main line ? — A. No, sir ; I have not. 

Q. What other table did you hand Mr. Adams to aid him in forming 
his estimate of the constractive mileage system f — A. I think it must 
have been this table, or one somewhat like it, that he had in mind. 

Q. What aid did they give him ? — A. I do not know, I am snre. That 
is the table that has always been in my mind, I know, when this ques- 
tion of constructive mileage has been under discussion. The advan- 
tages derived by the Union Pacific Company from the interchanged 
business are shown on that statement. 

Q. What information wouldthatgiveas totheestimateof the amounts, 
under the constructive milage system, carried off from the main line 
to the branches? — A. That would give no information. 

Q. Is this, then, the only memorandum that you recollect? — A. Yes, 
sir : that is the only one. 

Q. I understand you to say there is no table showing how far you' 
have carried the freight by weight per mile irom the branch lines over 
the main line?— A. No, sir. 

Q. Are the charges the same as along the branch lines. 

The Witness. Are the charges on the main line the same ? 

The Chairman. Yes 5 for the distance carried. — A. No, sir ; I pre- 
sume they are very much less on all business, whether going from the 
branch or whether originating on the main line itself. 
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TRANSCONTINENTAL BUSINESS. 

Commissioner Littler. Tell us bow much the Union Pacific made 
on its through business. 

The Witness. In 1886 the earnings from through, that is Pacific 
coast, business were $1,334,000 as compared with $1,798,000 in 1885. 

Commissioner Littler. Is that the net earnings? 

The Witness. No, sir ; those are the gross earnings. 

Commissioner Litller. Of the main line, from Ogden? 

The Witness. No, sir ; the earnings of the Union Pacific Bailway 
Company, derived jErom what we call our Pacific coast business — the 
transcontinental business. 

Commissioner Littler. It must have been a great deal more than 
that. 

The Witness. That is all, $1,300,000. It is set out on page 21 of 
our report. 

Commissioner Littler. Does that represent the net earnings of the 
consolidated Union Pacific Eailway Company ? 

The Witness. That is of the Union Pacific Eailway Company proper. 

Commissioner Littler. I do not mean the old line; I mean the con- 
solidated Union Pacific Eailway, which embraces the Kansas Pacific 
and the Denver Pacific and the main line from Ogden east. 

The Witness. That is quite right. The 1,800 miles comprising the 
Union Pacific Eailway Company 1 

Commissioner Littler. Yes. 

The Witness. The revenue on that business was ^^ of a cent a 
ton a mile in 1886. 

Commissioner Littler. How much did it all amount to f 

The Witness. The tons one mile ! 

Commissioner Littler. Ko, I mean the aggregate earnings of the 
line, as described. 

GROSS EARNINGS OF UNION PACIFIC IN 1886. 

The Witness. The aggregate earnings of the Union Pacific Eailway 
Company in that year were $15,769,588.87, and of that $1,334,049.47 
was derived from this transcontinental business. 

Commissioner Littler. Explain how it is that you have the earn- 
ings on page 22 of your report at over seventeen millions of dollars. 

The Witness. Those are the earnings of the Union Pacific system. 
The earnings which you asked me to confine my statement to were the 
earnings of the Union Pacific Eailway Company. 

Commissioner Littler. As consolidated in January, 1880. 

The Witness. That is quite right ; yes, sir. 

Commissioner Littler. According to this, it is seventeen millions 
of dollars and something, at page 22. 

The Witness. Oh, I beg pardon 5 I will give the details of that. 
That includes all the other items of earnings. The statement on page 
22, $17,806,000, is made to include the transportation of the mails, the 
express, our rents from buildings, income from miscellaneous sources, 
and not only the ordinary passenger and freight traffic, which I had in 
my mind, in giving the figures at page 20. 

Commissioner Littler. The figures you have already given me, with 
the several items going to make up that statement there, embrace the 
total amount of earnings of the Union Pacific Eailway system, do they 
not! 
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The Witness. On this statement, Exhibit 1, of this date! 

Commissioner Littleb. Yes. 

The Witness. No, sir. 

Gommissioner Littleb. Whatother sources of revenue or income are 
there f 

The Witness. This statement. Exhibit No. 1, of this date represents 
merely the passenger and freight earnings of the Union Pacific Railway 
Company (that is the line colored in black on the map on the wall), on 
the business interchanged with, or turned over to it, by its various 
branch lines. 

Commissioner Littleb. I do not think you comprehend my question. 
My question is whether this figure, $17,000,000, added to the total 
amount of that sheet, does not represent the entire earnings of the rail- 
way system ? If these two items do not, what else is there ? 

The Witness. No, sir 5 I will explain that to you again. If you will 
turn to page 99 of our report for 1886 you will find there a statement of 
the earnings aad expenses for the years 1886 and 1885. The gross earn- 
ings of the company were $ 1 7,806,132.59. 

Commissioner Littleb. Those are the same figures we had on page 
22.* 

The Witness. Precisely ; they are set out there in detail. Included 
in these earnings, under the head of passenger and freight, are the 
sums which are shown on my Exhibit No. 1 of this date. They form a 
part In other words, while the Union Pacific Railway Company 
earned $17,806,000 without the assistance of these branch lines, the 
earnings would have been $5,500,000, iu round numbers, less, in all prob- 
ability. That is the reason I submit that statement. It shows the 
value of the branch lines to the Union Pacific Company, the company 
on whose roads the Government has a second mortgage. 

BENEFITS OF BRANCH LINES. 

Commissioner Littler. If your theory was correct, the acquisition 
of these branch lines was of great benefit to the main line ? 

The Witness. Yes, sir; I believe it to have been so. 

Commissioner Littler. And if they turned out to be- a burden, it 
was a mistake to make the investment ? 

The Witness. Yes, sir. 

The Chairman. Have you any way to determine .whether they have 
been a burden or a help? That is what I have been trying to get at for 
some time as a Commissioner. Can you inform me where I can obtain 
the figures showing whether they have been a benefit or a loss ? 

The Witness. I think there is no question but that they have been 
of very great advantage to the parent company. 

The Chairman. Why ? 

The Witness. Because they have contributed such an enormous 
amount of business to the parent company. 

The Chairman. What does that business amount tot 

The Witness. Five millions and a half a year. 

The Chairman. What does the company contribute to the branch 
lines f 

Mr. Adams. It amounts to $5,000,000, after deducting the amount 
paid on constructive mileage. 

The Chairman. The $5,000,000 is the wet ^^^ount, after deducting 
tihe constructive mileage I *^ " 

Jijr. Adams, Yes, 

40 ? » 
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The Chairman. I understood Mr. Mink to say it was the gross. 

The Witness. I do not know that I understood you. 

Mr. Adams. I see where Mr. Mink has been troubled. We will sup- 
pose that the amount of joint business is $ LOO. That is a good sum for 
illustration. Divided upon a straight mileage basis, $10 would have 
gone to the branch lines and. $90 would have gone to the main line. 
Divided upon the other basis, $30, on constructive mileage, we will sup- 
])ose, would go to the branch lines, and $70 to the main line, instead of 
$90 to the main line, as before. Therefore, the constructive mileage 
represeiits $20. After deducting that $20, and allowing it to the branch 
lines, there is still $5,000,000, Mr. Mink says, over all business of the 
branch lines. 

The Chairman. Is that correct ! 

AMOUNT EARNED ON BRANCH LINE BUSINESS. 

The Witness. My statement was intended to show this : How much 
money does the Union Pacific Eailway Company earn itself on business 
that it receives from or interchanges with the branch lines ; that is, 
wholly independent of the amount we allow to the branch lines in the 
way of constructive mileage My statement shows our share. After 
allowing the branch lines their constructive mileage, whatever it may 
have been, our share of the earnings was $5,500,000. 

The Chairman. Then how much did you allow to the branch lines 
through the constructive-mileage system ? 

Mr. Adams. An unknown quantity represented by X. After allow- 
ing it, whether it is greater or less, there is $5,000,000 left over. 

By the Chairman : 

Q. Mr. Mink, if you had added into the gross sum, or the net earnings 
of $5,000,000, the constructive mileage that you charged off the main 
line would have had so much greater profit. What would have been 
that profit ? — A. I cannot tell you, I do not believe that it would ever 
amount in any one year to $1,000,000. I cannot believe that it does. 

Q. Suppose it amounts to $1,000,000, and you have a deficit already 
on your branch lines of $1,500,000, and your profits are only $200,000, 
you have a further deficit of $800,000 ?— A, That is, after taking in the 
entire amount of interest on all these bonds. We do not collect all the 
interest nor charge it all up. We carry over any coupons the amounts 
of which may not have been fully earned. But, taking the thing just 
as it stands, we have 11 per cent, in round numbers, from our invest- 
ment. Now, if the allowances to the branch roads in the way of con- 
structive mileage did amount to as much as $1,000,000, that sum would 
have to be deducted from the direct income from the investments. 

Q. So that the benefits would be just $1,000,000 less per annum t — A. 
If that is the amount of constructive mileage in excess of the straight 
mileage «allowance the direct benefits would have been so much less. 
But I do not understand on what principle anybody can claim we ought 
to interchange business on a straight mileage basis. 

The Chairman. We are not arguing as to the system. 

Mr. Adams. Allow me to interrupt. I have been turning that over 
in my mind, and I should like to look into the matter with Mr. Mink. 
I say now fairly, we cannot give you an exact answer to your question 
about the value of the constructive mileage. I am not clear but that 
with a little careful thought we could give an approximate answer to 
it I think we can, after going over the matter with Mr. Mink. I stated 
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before it might be millions. Mr. Mink says less than a miUion; I 
shoald really like to see. 

The Chairman. That is what we want. 

The Witness. I have been hoping the statement would come along 
for the month of January, which would give us something to base a 
statement on. 

Mr. Adams. Whatever it may be, there is still $5,000,000 projftt left 
over for us. 

The Chairman. If it amounts to $1,000,000 a year, in five years it 
would be $5,000,000. The Government is interested to the extent of 
millions of dollars, and the Commission simply wants to ascertain where 
these figures are and what they are. 

Mr. Adams. Undoubtedly ; I should like to see if we cannot state it 
approximately ; if we cannot state it approximately, I should like to 
see what we received at Council Bluffs. 

The Chairman. When can you give it f 

Mr. Adams. I should rather think in forty-eight hours. 

The Chairman. That is what we have been after. 

Mr. Adams. I will certainly do my best ; it is an interesting ques- 
tion. 

CONCERNING AMOUNTS RECEIVED FROM POOL CONTRACTS. 

By the Chairman : 

Q. How do' you determine the amounts you received from your pool 
contracts per annum f — A. Those are determined from the contracts 
themselves, copies of which are always furnished to the accounting de- 
partment, (lud settlements are made between the accounting of&cers of 
the different roads. 

Q. What did they amount to last year! — A. I have no idea. 

Q. How can we find outf — A. I atn not sure but that I can give you 
the information hero ; but you will find out much more satisfactorily 
at Omaha about that. 

Q. Will you give the amounts derived by the Union Pacific Bail way 
Company from the pool contracts during the year 1886 and prior years ? 
— A. I will try to furnish that. Back to the beginning ? 

The Chairman. Yes ; just as far as you can go. 

The Witness. Yes, sir ; I will endeavor to get that, and furnish it 
to the Commission. 

Q. When will you furnish it ? — A. I should think that would take 
about a mouth to get ready ; I will endeavor to furnish it to you while 
you are at Omaha. 

AS to rebates. 

Q. What was the total amount allowed in rebates during the year 
188G and the several years prior*? — A. I cannot tell you here; I would 
have to refer to our office at Omaha for that. 

(^. Does the total amount of rebates for one year appear ahywhere 
in your general accounts ! — A. It would always appear in the earnings 
account ; the rebates are charged against the earnings. 

Q. Will you give me the amount for the year 1886 ? — A. Yes, sir ; 
the net rebates, overcharges, and pool balances for the year 188G 
amounted to $879,338.14 for the Union Pacific Bail way proper. 

Q. Can you determine to whom these rebates were allowed here in 
the general office at Boston ? — A. 'No, sir ; but detailed statements have 
been sent for a number of months to the United States Commissioner 
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at Washingtx)!! ; I kept no copies of them, but I presume copies were 
retained at Omaha. 

Q. Where would an application for a rebate be made t 

The Witness. By a shipper f 

The Ohaieman. Yes ; by the Standard Oil Company, for instance. 

A. To our general traffic manager at Omaha. , 

Q. How would he refer itt — A. He would probably settle it him- 
self, or, if he referred it at all, it would be to the general freight agent, 
his subordinate. 

Q. Would that be the final decision f — A. It would rest with the 
general traffic manager ; yes, sir. 

Q. Would it be considered by the board of directors ? — A. No, sir. 

Q. How would they then determine the amount of rebates allowed 
from time to time ; how would the directors be informed f — A. They 
are not informed, except as they may watch the current returns of the 
earnings and accounts of the company. 

Q. How do they determine as to the wisdom of the rebates, if they 
are not familiar with the people that are allowed?— A. That I cannot 
tell you ; that is a question of policy 5 I presume by conversation. 

Q. Who directs that policy t — A. That would be directed by the 
president. 

Q. Who would he inform as to his policy as to that particular line f — 
A. The general traffic manager, Mr. Thomas L. Kimball. 

Q. Would the applications for rebate be filed with the general traffic 
manager? — A. Yes, sir. 

Q. Can he give the information individually concerning these re- 
bates ? 

The Witness. As to the number of rebates paid f 

The Chairman. Yes ; to cattle dealers, or to the Standard Oil Gom- 
l)any, over the line of the Union Pacific. 

a". Yes, sir ; or it could be furnished by the officers of the accounting 
department, who finally make the settlements. It would most natu- 
rally come through the accounting department. 

Q. Will you furnish to the Commission an explanation, as Mr. Adams 
referred the Commission to you, in New York, with reference to your 
cash pavments of $900,000 to the Government f — A. Yes, sir. 

The Chairman. Or $283,000 ! 

The Witness. I will produce the vouchers. 

Mr. Adams. The payment was not made by Mr. Mink. The payment 
was made by Mr. Harris. I sent the bills over by Mr. Harris. 

PAYMENT BY UNION PAOEPIO OF $916,704.02 TO THE GOVERNMENT. 

In explaining the item of $900,000 of reported payment made by the 
Union Pacific Kailway Company to the United States Government, as 
testified to by Mr. Adams, president of the road, and by him referred 
to Mr. Mink, the comptroller, for explanation, the witness produced 
two original vouchers, amounting to $916,704.02. These vouchers are 
as follows : 

No. 206. 

Office of Assistant Treasurer op the United States, 

Boston J Mass,, April 16, 1885. 
I eertify that the Union Pacific Railway Company has this day deposited to the 
<9fedit of the Treasurer of the United States two hundred and eighty-three thousand 
^e )iim4i^ 9fi^^ sixty-two dollars and ninety-nine cents, on account of ^he ^ire^it of 
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the bond and interest account of the Union Pacific Railroad Company, under terms ol 
the letter of this date of the Hon. Charles F. Adams, jr., president, to the Hon. Secre- 
tary of the Treasury, for which I have signed duplicate receipts. 

M. P. KENNARD, 
Assistant Treasurer of the United States, 

$283,162.99. 

Duplicate to be retained by the depositor. 

Also the following : 

No. 207. 

Office of Assistant T*reasurer of the United States, 

Boston^ Mass,, April 16, 1885. 

I certify that the Union Pacific Railway Company has this day deposited to the 
credit of the Treasurer of the United States six hundred and thirty-three thousand 
five hundred and forty one dollars and three cents, on account of the credit of the 
sinking fund of the Union Pacific Railroad Company, under the terms of the letter 
of this date of the Hon. Charles F. Adams, jr., president, to the Hon. Secretary of the 
Treasury, for which I have signed duplicate receipts. . 

M. P. KENNARD, 
Assistant Treasurer of the United States. 

$633,541.03. 

Duplicate to be retained by the depositor. 

The Witness. While we are on that question I might refer you to 
the report of the United States Commissioner of Eailroads for 1885, at 
page 16, where appears a stiitement of the method upon which the 
amounts were arrived at, a part for the bond and interest account, and 
part for the sinking fund. 

Commissioner Littler. Has there been any controversy about this 
fact! 

The Chairman. The controversy arises in this way : Mr. Adams, as 
president of the Union Pacific Eailroad Company, communicated to 
Congress this fact : • 

The company was found to be in debt to the Government in the snm of $016,704.02. 
It was not until the 16th day of April that the above amount was ascertained in the 
office of the Railroad Commissioner and uotified to the company by telegraph. The 
message was received at the Boston office at 1 p. m., and before 3 o'clock of the same 
day the amount of the judgment had been paid into the sab-treasury and a receipt 
taken therefor. This also notwithstanding the fact that the counsel of the company 
had advised that ftn appeal from the decision of the court should bo taken. 

In a statement furnished by the United States as to the cash pay- 
ments made by the company no such cash payment appeared. There- 
fore we called upon Mr. Adams to make an explanation of the fact that 
no such cash payment appeared in the statement of the Secretary of 
the Treasury, and this is the explanation that is made. 

Mr. Adams. That is the way they apportioned the amount ; we had 
nothing to do with it. 

The Chairman. Mr. Mink, what was that explanation you were 
going to make f 

WHY NO SUCH ITEM APPEARS IN THE GOVERNMENT BOOKS. 

Mr. John F. Dillon. I will state that. The witness refers to the 
report of the Commissioner of Eailroads for 1885, at page 16. At the 
foot of that page is the sum $910,704.02, being the aggregate amount 
of the two certificates of deposit of the assistant treasurer, above set 
out. The same page of the Commissioner's report shows the division of 
this sum, as shown in the said receipts, appropriating $633,541.03 to 
the sinking fund, and $283,162.99 to the bond and interest nceonnt. 
These two sums make the $916,704.02. 
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CONOEBNING FLOATINa-DEBT ACCOUNT. 

By the Chaieman : 

Q. There is another question which Mr. Adams referred to you — au 
explanation of the floating-debt account. Do you recollect the fact that 
you were to explain to the Commissioners the fuel and supply accounts, 
which appeared in some years and disappeared in others f I want to 
follow out this testimony that was referred to you. — A. Yes, sir ; 1 re- 
member his speaking about that. I think that was merely a question 
of propriety. Mr. Adams believes that the materials on hand are not 
proper offsets to the gross floating-debt of the company, although, of 
course, he admits that our liabilities may have been incurred to obtain 
the supplies — material and stores. I think myself the most conserva- 
tive way is to leave it out. 

Q. And that is your explanation, then, of the difference in the 
account, as referred to you by Mr. Adams, in his testimony in New 
York ? — ^A. That is my explanation ; yes, sir. 

By Commissioner Littler : 

Q. Can you give the gross amount of floating debt of the company f 
— A. Yes, sir; we set it out in great detail in the report. On Decem- 
ber 31 last the gross amount of our floating debt was $5,715,133.82. I 
will say, however, that our resources at that date were $7,006,323.55. 
The resources, therefore,exceeded the gross floating debt by $ 1 ,351,189.73. 

Q. What do you mean by your resources ? — A. Our cash on hand, 
and the balances due to us from individuals and companies. Those re- 
sources amounted to $7,066,323.55 at that date. So that there was a 
balance of resources, over and above the amount of our floating liabili- 
ties, of $1,351,189.73. 

Q. Were they resources of cash, or the equivalents of cash ? — A. 
Largely cash, or its equivalent. Some part of the bills and accounts 
receivable we should have to wait for, as do almost all other railroad 
companies. 

Q. Were some of those sums due from other railroad companies on 
business ? — A, Oh, yes; a very large proportion of the amount ; and for 
repairs done to the equipment of other railroad companies ; the usual 
balances of one railroad Company against another. 

The Chairman. In New York the question was asked Mr. Adams : 

> 

I find in your supplemental account for 1884 advances for account of the Leaven- 
worth, Topeka and Southwestern Railroad Company coupons in 1883 written off, 
^27,600 — what is that ? — A. I suppose Mr. Mink can explain it. I suppose it means 
** written off to profit and loss." We regarded it ^ a bad debt, and, therefore, parsed 

it to our income account, like any other bad debt. 

• 

The Witness. That is quite right. If we ever get anything on ac- 
'count of that, we shall take it up to the credit of our profit and loss 
account. But we then looked upon it as so bad that we concluded to 
write it off. 

THE SYSTEM OF BOOK-KEEPING ON UNION PAOIPIO. 

By the Chairman : 

Q. When did you change your system of book-keeping f 
The .Witness. With reference to what? 
The Ohaibman. With reference to your general accounts ? 
A* There has been no radical change since the consolidation, in 1880; 
find prior to that time, I may say, there had been no very radical 
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changes. Changes are being made constantly, as our system increases 
in extent. 

The Chaieman. Tou do not mean to tell the Commission that your 
reports prior to 1880 are similar to those made since I 

The Witness. iN'o, sir; our reports have been changed very radically 
since 1884. In fact, we are now making a most elaborate report. Prior 
to that time we made a very meager report. Prior to 1880 we had 
never published balance sheets. 

Q. At whose suggestion was the change in 1884 adopted ? — A. The 
president. 

Q. The president, Mr. Adams I — A. Yes, sir. 

Q. Did your change of system entail a change of system in the de- 
tail of your accounting throughout the whole management ? — A. Kot 
to any very great extent. Of course we were obliged to. call for some- 
what more detailed reports from the road, but there was no veiy great 
change made in them. They were amplified. 

Q. Then all the information that appears in your report to-day con 
be found by the Commission in detail in any of your books prior to the 
year 1884 ? — A. The greater part of it. Some particulars in relation to 
the tonnage and passengers carried, and statistical matters of that 
kind, may not possibly be on hand, but everything with reference to 
the revenues and expenditures can be found in great detail at Omaha. 

AFTERNOON SESSION. 

OLIVEE W. MINK, being further examined, testified as follows : 

AS TO CHABaES AGAINST UNION PACIFIC BRANCHES. 

The Chairman. You have explained the methods of charges, without 
giving the amount, under constructive mileage and pooling arrange- 
ments. Will you please inform the Commission whether, under any 
contract or agreement, there are other charges made from the main line 
to the branches, or other sums received by the main line? 

The Witness. In the nature of a trafittc agreement ? 

The Chaiemajj. Yes. 

The Witness. I know of none, excepting those that grow out of con- 
structive mileage. The rebates are distributed in the accounts against 
the roads that have received the earnings in the same proportions in 
which the latter were received, of course. 

The Chaieman. You know of no contract or agreement other than a 
pooling contract or constructive-mileage arrangement? 

The Witness. That would affect the earnings? 

The Chairman. Yes. 

The Witness. No, sir ; I know of no others. There are two cases or 
special contracts, one with the Saint Joseph and Grand Island, and the 
other wiih the Oregon Short Line, described in the testimony the other 
day. Those are essentially traffic contracts. I include those under 
the term of " traffic agreements,'' or arrangements, and under which 
constructive-mileage allowances are made. 

legal expense account. 

By the Chairman : 

Q. Have you the vouchers in the legal expense account ?-rA. Yes, 
sir ; these are the vouchers for 1883. 1 produce them also for 1884 and 
1885. 
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(The witness produced the vouchers against the legal-expense account 
at Boston for the years 1883, 1884, and 1885.) 

Commissioner Littler. I expect we will find how much they have 
paid to Judge Billon. 

Mr. Holmes. I am ashamed of my own, since they went into the eco- 
nomical streak a few years ago. 

Commissioner Littler. Sidney Bartlett, $1,000. 

The Witness. Mr. Bartlett is our general counsel. 

Q. Was Mr. S. Bartlett counsel for the road in the year 1883? — ^A. 
Yes, sir ; he has been our counsel for a great many years. 

Q, How is he paid ? — A. Now he is paid a fixed compensation. 

Q. How was he paid in 1883 f — A. There was no fixed compensation 
then. It was such sum as might be agreed upon from time to time. 

Mr. John F, Dillon. My relation is that of general solicitor. All 
the reports are made to me from the road, and I have the supervisory 
control of the actual litigation. If you care to have a statement of the 
general organization of the legal department and the general cost of 
compensation to counsel, I can give you that. 

The Chairman. I find a voucher here : 

HarrisburG; Pknn., June 12, 1883. 

Credit MoUlier of America in account wtth M. B, Olm8te<idy Dr. 

To professional services in securing the withdrawal of the company from tLe lint 
of delinquent corporations whose charter was declared forfeited by the governor 
of Pennsylvania, and the adjustment of the State taxes, and capital stock, for the 
years 1879, 1880,1881, and 1882 $100 

Dated June 12. 1883. 

The Witness. Yes, sir; I presume that sum was expended in con- 
nection with the acquisition by our company of the stock of the Credit 
Mobilier of America. You remember Judge Dillon explained that we 
had acquired that stock to protect ourselves from the suits that were 
pending against us on the part of the Credit Mobilier. Judge Dilloo 
can explain the legal aspects of that case better than I can 

Mr. John F. Dillon. I can tell you. I advised that expense. The 
Union Pacific, to protect itself against claims actually asserted in courts 
in this State for over $6,000,000, acquired in the way I stated the other 
day all or nearly all of the stock of the Credit Mobilier of America. 
The State of Pennsylvania passed an act, as I recall it, providing that 
if any corporation of the State failed for a certain length of time to 
pay its taxes that its charter should be. forfeited. They included in 
this list the Credit Mobilier of America. I had a consultation with Mr. 
Bartlett, by correspondence or otherwise, as to whether we would suffer 
if the Credit Mobilier charter — I mean by "we" the Union Pacific — 
were forfeited or kept alive. The result of the consultation was that 
we concluded we would suffer by allowing that charter to be forfeited, 
and I, hence, advised the payment of those taxes, and that expense 
was incurred in connection with that advice, as I suppose. I do not 
recall Mr. Olmstead ; but I have no doubt that is the explanation^ The 
point of your inquiry is, what interest the Union Pacific had. 

The Chairman. That is the point. 

Mr. John F. Dillon. It has the interest of being almost the sole 
stockholder in that company. 

Commissioner Littler. Did I understand you to say you approved 
all these vouchers for legal expenses ? 

Mr. John F. Dillon. No; I cannot say that I approved all of them. 
I looked them over this afternoon, and some of them I am not familiar 
with. They were paid here. 
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Commissioner Littler. Is it a part of your duty to approve all 
counsel fees f 

Mr. John F. Dillon. All services rendered under my direction, or 
with my knowledge, naturally come to me for approval. 

Commissioner Littler. You are the general solicitor of the company f 

ORGANIZATION OF LAW DEPARTMENT OF UNION PACIFIO. 

Mr. John F. Dillon. Perhaps I ought to give you — and if there is no 
objection I will do so — the general scheme of the company's legal organi- 
zation. When I was appointed general solicitor I issued an order organ- 
izing the law department, or prepared it for the president to issue, by 
which Mr. Poppleton was appointed the general attorney of the Union 
Pacific division and Mr. Usher was appointed general attorney of the 
Kansas division, and all the local attorneys were directed to report to 
them respectively, and they were required to make semiannual reports 
to me of the litigations of the company along their lines and in their re- 
spective charges. That arrangement continued until this year, when, 
finding it led to some confusion and dif&culty in having two heads out 
there, we enlarged Mr. Poppleton's immediate jurisdiction, so as to in- 
clude the Kansas business, and subordinated Judge Usher's business to 
him ; so that all the local attorneys report now in the first instance to 
Mr. Poppleton at Omaha, and he makes semi-annual reports to me of 
the litigations. I have in my hand, for instance, the thirteenth semi- 
annual report showing a detailed account of all the litigation under his 
direction, covering 140 odd pages, giving the condition of each par- 
ticular suit. I l5elieve yoii were directed to investigate salaries. I re- 
ceive, and have from the beginning received, the sum of $10,000 a year. 
I not only give attention to the supervision of litigations, but they are 
entitled to ask me for my opinion and for my advice and direction and 
assistance in respect to any matters occurring in their respective depart- 
ments, and I am in daily and constant communication with them. I 
have latterly argued in the Supreme Court all of the cases of the com- 
pany. For two or three years I did not do that. When I was con- 
nected with the college Messrs. Shellabarger & Wilson did that; but 
latterly I have taken charge of all the appellate business of the com- 
pany in Washington, and argued it myself. 

Commissioner Littler. How many attorneys receive more than 
$5,000 f 

Mr. John P. Billon. Mr. Poppleton's compensation from the begin- 
ning has been, I think, $10,000 a year, until one or two years ago, when, 
in consequenceof our taking on enlarged mileage and additional roads, 
he complained that it was too little. He had been complaining for 
several years, and asked really to be relieved, but we considered him 
to be, and I regard him as being, a most valuable man in every respect. 

Commissioner Littler. I know him personally. 

Mr. John P. Billon. And we increased his salary to $12,000, at 
which it now stands. Judge Usher's salary was $8,000 ; Shellabarger 
& Wilson's originally was $10,000, but when my appointment was 
made, as my appointment would relieve them to some extent of the 
work which they would otherwise do, their salary was cut down to 
$5,000 a year, which it is now. Mr. Poppleton has an assistant whose 
salary I do not now recall — $4,000 or $5,000 a year, or something like 
that. Mr. Usher has an assistant, Mr. A. L. Williams, whose salary 
has been $4,000 a year until recently. Tbey all complain that it is too 
little, ©f course. When. I came here Mr. Holmes had been for vears 
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the attorney of the Kansas Pacific. His salary was cut down to $4,000, 
and afterwards, when we felt poor, very much against his protest it 
was cut down to $2,000 a year, at which it stands now. 

Mr. Holmes. That is right. 

Mr. John P. Dillon. During the entire time that I have been counsel 
to the company, although I have made trips to Kansas and elsewhere on 
the important litigations, so far as I re6all, I never presented any account 
for extra compensation except in one instance. The company had a 
long litigation with the Government involving several millions of dollars, 
connected with the mail transportation services, and in respect to net 
earnings under the Thurman act, the record of which covers twelve to 
fourteen hundred pages of printed testimony, and I was three weeks in 
Washington trying the case in the Court of Claims, assisted largely 
in its preparation, and argued it, I think, three times in the Supreme 
Court, and I think they allowed me $2,500. Half of that went to my 
partner, because I had taken my time out of the office and away from 
the city. 

Commissioner Littles. Are you allowed to attend to other business f 

Mr. John F. Dillon. Yes, sir ; but I do not seek it. My firm does, 
to some extent, do other business, but my first and primary obligation 
is to the Union Pacific, which everybody else understands. I wish to 
add, generally, that from my knowledge of what other corporations pay, 
I do not believe there Is a great corporation in the United States where 
the legal expenses are as low as in thia company. 

Commissioner Littler. You have about 5,000 miles of road in your 
system, including the Central Branch ? 

Mr. John F. Dillon. Including our auxiliary lines we have 5,000 
miles of road. 

Commissioner Littler. Is it your duty to approve all the bills for 
extra legal services at this end of the line f 

Mr. John F. Dillon. Yes, sir. I would not say thatj either Mr. 
Holmes or myself. 

Commissioner Littler. I wish you and Mr. Holmes would look at 
these several items and explain them. 

Mr. John F. Dillon. I have no control over Mr. Bartlett. He is 
here. 

Commissioner Littler, Those do not refer to Mr. Bartlett. There 
is $1,000 to Sidney Dillon. Do you know whait that was for, judge f 

Mr. John F. Dillon. No, sir ; I do not. Mr. Holmes thinks he 
knows. 

Mr.HoLMES. The answer astothatvoucherof March 6,1884, isthis: If 
my recollection serves me, the payment of $1,000 was a part of the con- 
sideration of the settlement of a lawsuit against the company, in which 
the attorneys' fees or the counsel fees were required to be paid as a part 
of the consideration. It was paid through Mr. Sidney Dillon. 

Commissioner Littler. Do you know what lawsuit that was t 

Mr. Holmes. It was in connection, I think, with some of the Kansas 
Pacific income bonds. 

Commissioner Littler. Here in the East ! 

Mr. Holmes. In New York. 

Commissioner Littler. That is a species of blackmail on the com- 
pany, you think ? 

Mr. Holmes. I did not mean to say that. The company settled it 
for $20,000. It made no difference whether the principal received 
$19,000 and the counsel $1,000, or whether it was all paid to the princi- 
pal and he distributed it. 
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Commissioner Littler. Do you know anything about tbese charges, 
one in favor of Mr. McDonald and the other Mr. Williams ; is that Mr. 
Williams's salary I 

.Mr. Holmes. Yes, sir; that is Mr. Williams's, and is on accoant of 
his salary. 

Commissioner Littler. That is his quarterly stipend. Do you know 
a Mr. McDonald and what that service was? 

Mr. John F. Dillon. I know a Mr. McDonald, of Kew York. I do 
not know what that service was. I never saw the voucher before, to 
my knowledge. 

The Chairman. Can you bring us the vouchers for 1880, 1881, and 
1882 » 

Mr. John P. Dillon. I will suggest that you take those to your 
room and examine them, and if any particular voucher requires explan- 
ation that you call the attention of the appropriate witness to it. I 
should say, as counsel for the company, that our private affairs should 
not be put before the whole world. 

Commissioner Littler. I am willing to shield you all we can. 

Mr. Adams. We do not require any shielding. 

Commissioner Littler. There are some things which are proper 
enough of themselves which the public press have no right to. I do 
not mean by the use of the word " shield '' that you need to be shielded 
from some illegitimate or improper conduct. That is not what 1 meant. 

Mr. John F. Dillon. The Commission understand that I have ad- 
vised that you have access to every paper in this office. 

Commissioner Littler. Yes, sir j we understand that. 

The Chairman. The Commission is charged with investigating the ac- 
count where it is alleged that there are hundreds of thousands of dollars 
of unlawfid charges and charges that are made for illegitimate purposes 
by the railroad company, for thepurposeof 8ecuringlegislation,andthat 
those items have gone intoyour legal expenses ; and, in justice to you, 
we want to ascertain all about it. 

Mr. John F. Dillon. I want you to see every one of them, and if you 
find any evidence of that I want you to bring the voucher here and sub- 
ject everybody to the most scrutinizing examination. 

Mr. Adams. I will say to you, governor, that so far as money has been 
expended in connection with Congressional business for the last three 
or four years, it has been entirely under my direction, and Judge Dillon 
has known nothing of it whatever. 

The Chairman. We do not charge that anybody knows anything 
about it. We want to know who knows. 

Mr. Adams. The vouchers will be before you, I will account for every 
dollar. There is not much to account for. 

The Chairman. What vouchers do you refer us to as expenditures in 
the direction of Congressional interest ? 

Mr. Adams. Where are those filed If 

The Witness. Those are among the papers that Governor Pattison 
has in his hands. 

The Chairman. Will you just refer to them? 

The Witness. The Commissioners have the vouchers for three years 
before them now, and I will now proceed to get out the vouchers back 
to 1880. 

The Chairman. The Commission simply wants to satisfy itself in re- 
spect to the vouchers, and it is more convenient to do it here than it is 
to take these vouchers from this office. 
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Mr, Adams. We have heard a great deal about this, and we would like 
to have you entirely satisfied. 

The Witness. We are making a detailed statement of all these ex- 
penditures. 

The Chairman. The Commission has thought of taking the miscel- 
laneous and legal expense vouchers, and letting those go to the account- 
ants ; but those two have been specially referred to us. We will either 
take them up here, or take them to the hotel. We also wish to prove 
by your vouchers the total amount of your charge. 

Mr. John F. Dillon. I see some items here among these vouchers — 
one I notice in looking them over — where they charged to legal expenses 
the amount which the company paid to satisfy a judgment against it. 
But legal expenses strictly I understand to be the expenses of the law 
department, and not the satisfaction of claims against the company. . 

The Chairman. And therefore we examined them ; that is the pur- 
pose. 

Mr. Adams. It is unnecessary for me to say that this room is entirely 
at your service for what you might call an executive session of your 
Commission. 

The Chairman. If you will leave these vouchers with us we will not 
take any more testimony to-day. We do not wish to carry these vouch- 
ers to the hotel. 

Mr. John F. Dillon. I would like to ask Mr. Mink a question or two 
on what he went over this morning, if you have no objection. 

The Chairman. None whatever. 

BRANCH lines OF V7HICH UNION PACIFIC OWNED^THE STOCK. 

By Mr. John F. Dillon : 

Q. You enumerated a list of auxiliary or branch lines, in your testi- 
mony this morning, showing those roads in which there was a deficit, 
and then gave another list in which there was a surplus, or.net income. 
In the first class, namely, where you stated there was a deficit of net 
income, were those generally roads in which the Union Pacific Com- 
pany held in its treasury, as an asset, the stock and bonds of the branch 
lines, speaking generally ? — A. They were ; yes, sir. 

Commissioner Littler. In order that I may not have to cross-ex- 
amine, I would like him to state right there whether the Union Pacific 
Company owned all the stock and all the bonds of any one of those 
branches ; and, if so, let him name them. 

Mr. John F. Dillon. I will let Mr. Mink give that now. 

The Witness. On page 120 of our report for 1886 is a statement show- 
ing the stock issued by each one of these various lines, the amount 
owned by the Union Pacific Company, and the amount owned by out- 
siders, or, as we call it, " afloat." Under the head of " operated roads," 
each one is enumerated there. On the other side, on page 121, is a 
similar statement in relation to the bonds. 

Q. There are very few of them in which you owned the entire issue? — 
A. Ko, sir J on the contrary, you see there are a large number. Out of 
$44,000,000 of stock we owned $35,900,000. That leaves about $8,000,000 
afloat, of which $6,000,000 is on the Oregon Short Line. The balance 
is made up of small lots in connection with other companies. The other 
statement on the opposite page, in relation to the bonds issued, shows 
that out of $41,198,000 in bonds issued the Union Pacific Company owns 
$23,507,000, leaving afloat $17,691,000. The bulk of that amount is on 
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accoant of the Oregon Short Line. That line was built almost entirely 
by outside money. 

Mr, John F. Dillon. Is that an answer to your question ? 

(commissioner Littler. Yes, sir. 

Mr. JohnF. Dillon. Turn to some of the roads where you reported 
a deficit. 

The Witness. The Salt Lake and Western is one. 

Q. When, therefore, you reported, as for example in the case of the 
Salt Lake and Western Company, that for the year 1886 there was a def- 
icit of income of $35,416.75, 1 will ask you whether that is a deficit 
which remained after full payment of interest on all of its outstanding 
bonds t — A. It was. 

Commissioner Littler. It appears that the company owns the entire 
issue of stock. It owns the entire property. 

Mr. J. F. Dillon. State how much stock and how many of the bonds 
of that company the Salt Lake and Western, the Union Pacific owns 
as an asset in its treasury. 

Commissioner Littler. You will find it on pages 120 and 121. 

The Witness. Yes, sir; thej owned $1,080,000, or.all of the stock 
issued by that company, and $1,080,000, or all of the bonds issued by 
that company. 

Q. In the account on page 5T of the Salt Lake and Western, is an 
item deducted among other things from earnings, entitled, '* Interest on 
bonds, $64,800." That is interest, as I understand you, on bonds in the 
company's treasury ? — A. In the Union Pacific Company's treasury. 

Q. And was not an amount paid out of its treasury to somebody out- 
side If — ^A. !N'o, sir. 

Q. And the only reason there is a deficit is that you have in stating 
the account which shows such a deficit assumed and treated the bonds 
as being outstanding? — ^A. That is right. 

Q. In point of fact, not including the item of interest on your bonds 
what was the state of the account, or what would have been the state 
of the account ? 

The Witness. The net earnings of all of the auxiliary lines? 

Mr. J. F. Dillon. I mean of that particular road. It shows a deficit 
of $35,000? — A. In point of fact, so tar as that road is concerned, there 
was a surplus of $29,383.25, which was not enough, of course, to meet 
the full year's interest on the bonds issued by that company, but as far 
as it would go it was applicable to the interest account. 

Q. So that the Union Pacific did not have to put its hands into its 
purse and pay $35,416,75 out to somebody else f — A. Ko, sirj on the 
other hand they received $29,383.25 from that road. 

net earnings of auxiliary lines, for 1886. 

Q. Letting that stand as an example, I will ask you whether you can 
state to this Commission how the account stands as to the deficit and 
income in respect of all the auxiliary lines of the company for the year 
1886 ? — A. The net earnings of the auxiliary lines for 1886 amounted 
to $1,472,471.69. 

By Commissioner Littler : 

Q. What is the deficit of those ?— A. Those were the net earnings : 
the fixed charges against these various properties, so far as the amount 
went into the hands of or was payable to the public, amounted to $1,298,- 
399.17 5 so that there was a balai^ce of peji^rly $^00,000 remjHUing i» tb© 

Jiands of tb^ comp^-ny. 



638 U. S. PACIFIC RAILWAY COMMISSION. 

By Mr. John F. Dillon : 

Q. That is to say, taking all the aaxiliary companies together, yoa had 
nearly $200,000 of cash surplus over and above every dollar which you 
paid out to the outside world f — A. That is quite right ; yes, sir. 

Commissioner Littler. You are trying to demonstrate that while 
some of these trades were bad, taking them altogether they averaged up! 
Mr. John F. Dillon. Yes, sir- 
Mr. Holmes. That is right ; that is a fair statement. 

CONSTRUCTIVE MILEAGE. 

The Chairman. Mr. Adams, will you furnish the statement that would 
approximate the constructive mileage account as turning over the earn- 
ings from the main line to the branch lines, as stated this morning ? 

Mr. Adams. We will endeavor to furnish it. I think it very doubt- 
ful whether it will be in my power to furnish it as soon as I thought I 
might — 48 hours — because as I think the thing over I find the problem 
is an immensely complicated one. We can furnish it for you approxi- 
mately, I think, by the time you reach Omaha, when you will have all 
our commercial departments to examine ; and then we should be very 
happy to bring before you any experts in the matter of these divisions 
and methods of railroads, Irom other roads or other companies, that you 
desire. 

The Chairman. Do you leave your railroad agents to determine your 
principles of railroading? 

Mr. Adams. The principles of railroading have grown up through a 
course of fifty years, and we find them already determined and adopt 
them. I do not think I have been called on until very recently to adopt 
new principles of railroading. I should as soon think of talking of new^ 
principles of banking. 

The Chairman. Will you please explain to me the principles of rail- 
roading; I would like to know what are the principles? 

Mr. Adams. The one we have been discussing, that of constructive 
mileage ? 

The Chairman. It is no principle, because it is not susceptible of 
proof. 

Mr. Adams. I think it is susceptible of proof. 

The Chairman. How ? 

Mr. Adams. It is susceptible of proof if we can prove it to you, for 
instance, from the 1st of January, since we have been keeping our ac- 
counts. There is no trouble about that. 

The Chairman. But before that, can you prove it as a principle of 
railroading f 

Mr. Adams. Before that, in order to prove it, as I say, it would neces- 
sitate going back, with immense labor, and doing all the work of years 
over again. Then it could be proved. 

The Chairman. Has the principle ever been actually demonstrated 
by an account of figures! 

Mr. Adams. What principle ? 

The Chairman. Of constructive mileage. 

Mr. Adams. I do not know whether it has or not. It has been in use 
throughout the United States. 

The Chairman. Then how do you assert, as a railroad president, rep- 
resenting a large railroad interest, that it is a true principle for the 
proper conduct of a railroad if 
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^f Mr. Adams. Becaime, lii^fcre I was a ruilroail iiicHiduiit I was a rail- 
road arbitrator; before I was a railroad arbitrator I was a railroad coiu- 
misBtODer, aod I have been concerned actively in these matters for 
twenty years, but I have never yet seen the day when eoustrnctive 
mileage was not recognized as a principle between railroads, and 1 have 
accepted It as sach. 

Mr. JOHM F. Dillon. Suppose the Union Pacific was one line, and 
the Oregon Short Line was anotjier, Hud they were independent roads, 
each fixing a tariff of its own, just as the Union Pacific is independent 
from the eastern railroads, yon say to the eastern roads, " We have got 
to have a raile and a half for a mile on your roads," do you not! 

Mr. Adams. Yes. 

Mr. John F, Dillon. They yield it to you, and you call it construct- 
ive mileage, but in point of fact it is you fi.xing what is a reasonable 
compensation under the circumstances to yonrself, and they fixing what 
is a reasonable compensation ont of the joint earnings to themselves. 
That is constructive mileage, is it not? 

Mr. Adams. That is it. 

Mr. John F. Dillon. That is all there is of it. 

Mr. Adams. 1 have explained it. 

The Chairman. What does it amount to f 

Mr. ADAMS. It amounts to a great deal. 

The Chaiuman. What is the amount in money i 

Mr. Adams. I explained it in Kew York the other day, When I fli 
came in .contact with this question of constructive mileage 1 was a rail 
road commissioner of Massachusetts, many years ago. There it was 
universally recognized. The branch lines up in the country jjick np 
business or peddle it out in small quantities at many stations ; the con- 
necting line went to the terminal point in the city. It was always a 
custom to say that the ruad which picked up the business in small 
quantities and turned it over to the main line should have a construct- 
ive mileage allowance made to it. It seemed to be right. It was uni- 
versally done, and I believe it to be right. I never heard it disputed 
or denied by any man. Afterwards, as a railroad arbitrator, the same 
principle always applied. Subsequently, when I became president of a 
railroad, I came in contact with the same principle, and it was applied 
to me, and I applied it to othei's. It was a question for arbitration. 
Exactly how much it amounted to in any jtarticular case, measured in 
dollars or cents, I do not think ever was computed. I never heard it 
computed. We can compute it, if necessary, with a sufficient amount 
of labor, but the principleor the justice of the thing I never heard dis- 
puted. The whole matter has been before the United States Court of 
Claims. 

Mr. John F. Dillon. Let me ask him, if you will allow me, because 
I think we want these figures 

The Chairman. That is what we are after. 

Mr. John F. Dillon. Mr. Kimball testified in the mail case in re- 
gard to this matter as follows. He says : 

Oor immeiljate conneoticma weru with thn Kantuut City, Saiut Josepli and CouDcil 
KnffH, tho Chicago, Rook Island and PuciSo, the Chicago and NorthweBtern, the 
^0^0, Burlington itud Quinoy, aiid, through them, with nil the roads of the cnan- 

lat is correct! 
r. Adams. Certainly, 

-.John F.Dillon. On this interchange of business he was asked; 
tod accorded to tlie Uuiou PaciHo, and 
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He answered : 

Our connecting roads in the interchange of business known as local business from 
Council Bluffs to Ogden, from one terminus to another, paid us a rate that was recog- 
nized by all the connecting roads as fair and reasonable, which was about twice as 
much per mile as those roads charged from New York to Omaha. On our int-erchange 
business, through tarifiOs generally, we were allowed the equivalent of a mile and a 
half to the mile, or 50 per cent, more than they charged. 

How does that answer correspond with your understanding of the 
facts f • 

Mr. Adams, That is what I stated to-day. 

Mr. John F. Dillon. Is that allowance, or some substantial allow- 
ance of that character, still made by those Eastern roads in favor of 
the Union Pacific I 

Mr. Adams. Yes, certainly. 

Mr. John F. Dillon. He says further : 

Q. Give the principle on which this is done. 

The answer was, and I will ask you how far you concur in it : 

The principle and primary reason would be that the country through which the 
Union Pacific trains run was so sparsely settled that it was impossible for us to secure 
Irom that country the contributing local business that these roads lying east of us 
secured from their local territory. I could illustrate that if you cared to hear it. I 
can do it on the basis of the census of 1870, but it would take some time to look it up. 
Perhaps that of 1880 would answer your purpose as well. Taking the population by 
counties in the Territories and the State of Nebraska, through which the Union Pa- 
cific Railroad runs, I find that in Nebraska we have a population of 101,275. Upon 
our line in Colorado, by counties, we have 5,646 ; in Wyoming, 20,787 ; Utah, 19,053 ; 
total, 146,763, or an average per mile of 142. By comparison with the population oi 
the EaiBtem States in the same way by counties located on the line of the Missouri 
Pacific, I find that that road has in the State of Missouri 2,310 to the lineal mile of 
main line. The Chicago, Burlington and Qaincy in Iowa have 804 to the mile. In 
Illinois the same road has 3,383. The Pittsburgh, Fort Wayne and Chicago, in Ohio, 
has 3,269 per mile. The New York Central has 5,816 to the mile in the State of New 
York. 

He adds : 

I take it for granted that it is generally conceded that the support of the passon - 
ger trains is largely dependent upon the local population immediately adjacent to 
the route through which the trains run, and in fixing upon the rate that will pay a 
reasonable profit over and above the cost of transportation, that ratio of x>opulation 
is to be considered, and in making rates in connection with these Eastern roads run- 
ning through a more populous country we have always considered it to be our right , 
and they have always conceded it, to demand a much greater rate per mile for pas- 
senger transportation than they had, and in a division of through rates they have 
always recognized that principle. 

Now, as a railroad expert, what have you to say in regard to the gen-' 
eral soundness of that principle ? 

Mr. Adams. I entirely confirm it. 

Mr. John P. Dillon. I ask you to explain it. How does that prin- 
ciple apply as between the Union Pacific and one of these branch 
lines ? 

Mr. Adams. It applies in a way that I described the other day : The 
branch-line business is the most profitable business a main line can 
possibly do. All a main line in that case has to do is to hitch a loco- 
motive to a train and pull it over its line, turning it over to the branch 
line. Then the branch line pulls one car 30, another 40, and another 50 
miles, and distributes it, making more or less profit, but it is the most 
profitable business that a main line does. 

The Chairman. Why should the main line pay for the development; 
of a country? 

MVt APAM Sf Because it^ tl^fiYP? wost pf the ^eueftt fro^ it. 
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_!riie Chairman. Now 1 

Mr. Adams. Now ; yes. 

The CnAiEMAN. Then will you give tlio Comniissioa the amonnt 
money niuler the constractive mileage syptem that was charged 
from the main line to the branch lines dnring tlie year 1S85 T 

Mr. Adams. It can only be done as the result of the elaborate work I 
have described ; that is, going throngU and revising every contract wc 
made for shipments or passengers during that period on a different basis 
from that upon which it was divided. It can then be done. But lie 
work would be one which would appal mo. 

The Chairman. Will you give the Commission an approximate 
amount! 

Mr. Adams. It would be little better than a guess, 

The Chairman. Will you give the Commissiou the benefit of the 
guess ^ 

Mr. Adams. I sh»ll have some basis to go on later. What waa 
the income of our branch lines fl 

The Witness. The gross earnings! 

Mr. Adamb. Yes. 

The Witness. About $9,000,000. 

Mr. Adams. And on the main line how mnch ! 

The Witness. Eighteen millions of dollars, in round numbers. 

Mr. Adams. The branch lines, you say, earned $9,000,000 gross. In 
that was all their local business, which must be deducted, of which 
we had no sliare whatever. Have you any data ! 

The Witness. Not a thing. 

Mr. NoBEis. Three million dollars, purely local. 

Mr. Adams. That has nothing to do with it. This is a different 
thing. This is the amount on the main Ime, not what the local lines 
did. Eeally, governor, I should be unwilling to guess. I might be' 
perfectly wild in my guess. 

The Chaibman. Do you require time to think over it f 

Mr. Adams. Tes ; I should have to get some data on ivhich to 
base even a goess. For instance, if I were going to reach such a con- 
clusion as you wanted in a short space of time my present impres- 
sion is that I should take the case of one hundred miscellaneous 
shipments of a given line, taking the interchange shipments, and 
Strike an average, and suppose that that about represented the whole. 

The (jUAihsian. Will you give us the benefit of that calculation 1 

Mr. Adams. Undoubtedly, when I can make it. 

The Chaibman. In what time 1 

Mr. Adams. As I said before, I should think that to get at this 
matter properly your best course would be to take it up in Omaha, 
where you would deal with the people who do the business. 

The Chairman. I want your jmlgmeut. 

Mr. Adams. I shall give it to you then. I shall hope to be there 
a.t that time ; but you must understand that I have never been either 
a freight agent or passenger agent. I came into railroading from 
the outside, and was educated in a different school in railroading. 
These are matters of special knowledge. The way I sbould reach my 
conclusion would be by myself examining those who had been accus 
tomed to direct and handle the business for years. I never handled 
it myself. 

The Chaieman. This is an accepted and settled principle of rail- 
roading, in your judgment! 

Mr. Adams. That much I do know. 
il PR 
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The Chairman. And therefore it is not to be left to the freight 
agents along your line? 

Mr. Adams. The principle is not, but the working of the principle 
must be. 

The Chairman. Have you any other question on constructive 
mileage ? 

Commissioner Littler. Only one. 

Mr, Adams. I should be most happy to answer any other questions. 

Commissioner Littler. Is it not possible, under this constructive 
mileage, to dissipate the earnings of the main line so that the pro- 
visions of the Thurman act could be entirely defeated tfo far as cov- 
ering any money into the Treasury is concerned? 

Mr. Adam». It would be possible ; but, as I understand it, in the 
case of the Union Pacific the allowances have ne^^er been changed. 
They are the same now as before the Thurman act went into opera- 
tion. 

Commissioner Littler. If an apology is needed for the amount of 
pertinacity we have exhibited here on this question, it is found in my 
question. We are trying to find out what the real net earnings of this 
road are, with a view to see whether the Government has been treated 
fairly. 

The Chairman. There is one explanation following that. It is esti- 
mated that the operating expense would be about 40 per cent, of the 
freight charges. 

Mr. Adams. I should say that was very large. 

The Chairman. How do you make up that estimate? 

Mr. Adams. It was made up by Mr. Mink. You take, for instance, 
a through train delivering freight to the Oregon Short Line. I suppose 
it would require three days. The trains would consist of twenty cars. 
Those cars might average — how much? 

The Witness. It depends on the freights. 

Mr. Adams. It would not be very much out of the way to say that a 
freight train might earn $5,000. The expense to the Union Pacific 
would be as follows: A locomotive for three days; that is $150. A 
freight crew for three days ; that would amount to, we will say, $100 in 
round numbers. That total is $250. The fuel I have allowed for. 
Then there is the wear and tear of the track, which might amount to 
$300 or $400. That would be $600 out of $5,000 freight money, of which 
the Union Pacific would receive possibly half. That would be $2,500, 
and in that case the net to the Union Pacific would be about $2,000 on 
a train, with about $500 expenses, or something of that sort. The 
most profitable business a railroad can do is that of hauling through 
trains, not handling the stuff*, but delivering it at the end of its line. 
All I can say is, in that business lies the salvation of the Union Pacific. 

rebates. 

The Chairman. In the line of constructive mileage is the system of 
rebates. I understood Mr. Mink to say this morning that you as presi- 
dent of the railroad, directed the policy of rebates allowed by the road 
along the line. Is that a fact? 

Mr. Adams. Under the old system in use before the interstate com- 
merce act a question rarely reached my office. Those questions belonged 
to the commercial department. I explained this in Kew York, going 
over the ground largely. Where we were dealing in something which 
involved very large shipments, and the concessions which had to be 
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iiow Mpvakiug of Uie old (iiuc — seemed to the geaeral traf- 
fic manager to be extreme, lie would briug the matter to my attention 
aud comsuU with me. Aa a rule, the matter never would get to my 
office at all, or, iu fact, beyond tJie office of the goueral freight agent. 
lu tbt^ practical work of a railroad it amounted to this: You take a 
lioiut of competition; our people, the agents, going around the street, 
would meet the agents of (he Norlhcrn Pacific, or the Chicago, Bur- 
lington and Quiucy, or the Denver and Eio Grande and Southern Pa- 
cific, and they would find them all struggling to get a certain shipmeut 
of freight from a manufacturer or what not. Then the manufacturer or 
the shipper would dicker around among them and get an agreement 
that so much would be rebated to him. The agent would telegraph to 
iho general freight agent and get his authority to make that contract. 
The general freight agent wonld make it without its ever reaching me, 
just as it wonld be with the other lines ; tl never reaches Mr. Perkins 
ur Mr. Harris, or any of the presideuls. The goods wonld then be 
shipped, and the shipper at the proper time woulti present a demand 
for the rebate and receive his money back, or the proportion of it due 
him. Or suppose the case of some shipper on our line. 

The CliAxBUAN. Take the Standard Oil as an illustration. I only 
use that as an illustration. Do you allow to the Standard Oil a rebate 
upon iJjeir shipments, they being large shippers on your linef 

Mr. Adams. I have, no doubt we do. 

Mr, John F, Dillon. Yoa mean betore the interstate commerce aett 

I'lie OnAinMAN. Yes, sir. 

Mr. Adams I do not doubt we do. The sbipmeut^ made all were in" 
large volume to California or the other Pacific States, and rebate was 
made to tbeiu. If it was not by us it was by somebody else. I have 
no doubt they got the rebate. 

The CnAiEHAN. Then in allowing the rebate they would present to 
the company their bill, with the full charge; is that true! 

Mr. Ada^s. That would be apt to be the case. 

The Chairman. How would the settlement be made with them! 

Mr. Adams, The settlement would be made through this agreement 
with the freight agent who shipped it, that they should be allowed at 
such and such a rate, and the rebate would go Ibrward and be allowed.' 

The Chairman. Paid to them in cash * 

Mr. Adams. Oh, yes. 

Mr, John F. Pillon. They were generally secret f 

Mr. Adams. They had to be secret. That was the essence of the thing. 
The roads were fighting against each other for freight. 

Tihe Chairman. With other people engaged in the same business, 
wliut rebate would be allowed to them ! 

Mr. Adams. I conld not tell you. It would depend upon all sorts of 
circumstances, the regularity, volume, and time of shii)ment. Under the 
Did system, the competitive system, it was a fight in the open field for 
business all the time. And we made the best terms we could and the 
shipper made the best terms he could. 

The Chairman. The effect was always to drive the small shippers 
out. 

Mr. Adams. That is what I always contended. Ido not see how it 
could work otherwise. 

The Chairman. Where can we get all the information in detail f 

Mr. Adams. Our general trafEic department can give it to you. There 
is a general impression, apparently, Ihac lhe president of the Union 
Taci^ doea all the work of the company. 1 do not know vhetber itiy 
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supposed that he lights the fires in the locomotives and collects the fares 
and all that ; bat it is not so. 

The Ghaibhan. He does a good deal more than any other railroad 
president, if he does. 

Mr. Adams. He tries to do a great deal more than he ought to now. 
Very few questions reach this office. They are all settled below in their 
proper departments. When these questions come up, I am very apt to 
refer them back to the head of the department with an intimation that 
it is his business and not mine, and unless he can do his business prop- 
erly I can find some one who can^ such questions ought not to reach 
me. Questions in detail belong, m every well-organized railroad com- 
pany, to the heads of departments. I should just as soon think of Judge 
Dillon sending me a legal question to pass upon. 

The Chairman. Under those circumstances, the subordinates virtu- 
ally direct the policy of the road as to rebates ? 

Mr. Adams. No, they come to me on questions of policy. I lay down 
a general policy. Then each particular ca^e, as it arises, they will at^ 
tend to. Judge Dillon will come to me in regard to the policy of the 
company as to a certain lawsuit. I then state to him what the directors 
desire to have doae ; and after that I discharge my mind of the matter ; 
and Judge Dillon executes the policy. That is, he carries out the par- 
ticular policy that has been indicated. He certainly never sends the 
legal problems to me. 

The Chairman. I call your attention to the item in the statement of 
the earnings for the year 1886, page 22, that the operating expenses 
appear as about 65 per cent. Is that a fair measure of the expenses 
leferred to in the statement submitted by Mr. Mink ? 

Mr. Adams. No, because this is the average business of the whole 
line. The branch-line business is the most profitable business we do. 
Our percentage of net earnings is larger 'on that business than on any 
other ft)rm of business we do. 

Commissioner Littler. That is local business, is it f 

Mr. Adams. The business is, in its cost, very largely increased by 
handling. In that business there we only have one handling. It comes 
off the branch lines, and is handled in bulk. iN'o, if it was not for the 
average reduction of cost that was made in doing the branch-line busi- 
ness the percentage would be higher. 

I think you will find the constructive-mileage business will come up 
much more naturally when you get to Omaha and come in contact with 
our traffic people than here. It is a subject that we never deal with 
here in detail. 

Commissioner Littler. I think we had better postpone the further 
consideration of this constructive-mileage business until we get to 
Omaha. 

The Chairman. We will postpone it for the present. We will take 
up the legal-expense account, and not detain these gentlemen further. 

Mr. Adams. It will not take me five minutes to explain that to-morrow, 
if you will go over the vouchers now, and then call me in to-morrow. 

The Chairman. Will you bring us the legal vouchers from 1873 down ! 

The Witness. Yes, sir. 

OLIVEE W. MINK. 
CHAELES P. ADAMS. 

Commissioner Littler. I move that this Commission adjourn, so for 
as the public session is concerned. We can examine those vouchers 
more satisfactorily by ourselves. 
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The Chairman. You want, then, to go into executive session f 

Commissioner Littler. Yes, sir. 

The Chairman (to the reporters). We will be in session to-morrow 
morning at 10 o'clock, and will now go into executive session. 

After executive session, held for the purpose of investigating the 
legal-expense vouchers of the Union Pacific Railway, 

The Commission adjourned to Wednesday, May 25, 1887, at 10 a. m 



Equitable Building, Boston, Mass., 

Wednesday^ May 25, 1887. 

The Commission met pursuant to adjournment, all the Commissioners 
being present. 

FREDERICK L. AMES, being duly sworn and examined, testified 
as follows : 

By Commissioner Anderson : 

Question. You have been connected with the Union Pacific for a great 
many years f — Answer. I have been a director of the Union Pacific 
since 1877— March, 1877. 

Q. Were you interested in the road before that time ? — A. Yes, sir j 
somewhat. 

Q. As a stockholder ! — A. As a stockholder. 

Q. What relation are you, if any, to Mr. Oliver Ames I — A, I am a 
son of Mr, Oliver Ames. 

Q. The present governor ? — A. No, I am a cousin of his. 

Q. Cousin of the governor and son of Mr. Oliver Ames, who was 
president of this road ? — A. Yes, sir ; president during its construction. 

Q. What relation was Mr. Oliver Ames to Mr. Oakes Ames ? — A. My 
father, Mr. Oliver Ames, was Mr. Oakes Ames's brother. 

Q. In addition to being a stockholder, had you any other relation to 
the Union Pacific before 1877 1 — A. No, sir. 

Q. As ofiUcer or assistant, in any way? — A. No, sir; I have had no 
other relations. I do not know but I might have been trustee of the 
land-grant bonds. I do not remember about that. 

Commissioner Anderson. My object is to ascertain how familiar you 
became, in those years, before 1877, with the road itself and its man- 
agement. 

The Witness. I have been out frequently over the road, and knew a 
good deal about what was going on at the time. 

Q. Before 1877!— A. Before 1877. 

Q. Were you familiar with the relations at that time existing between 
the Kansas Pacific and the Union Pacific f — ^A. Yes, sir. 

Q. In what way did you become familiar with that subject! — A. 
Through my association with my father, who had large interest in the 
Union Pacific. 

Q. Did you personally attend to the management of his affairs as 
connected with the railroad ? — A. Under his direction 5 yes, sir. 

Q. Were you, during these years, familiar with the general question 
of the earning capacity of the Union Pacific as compared with the 
Kansas Pacific ! — A. No, sir. 

Q. Were you familiar with the earning capacity of the Union Pa- 
cific! — ^A. Yes, sir; of the Union Pacific. 
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Q. When did it pa,y its first dividend ? — A. I am sure I do not re- 
member. 

Q. It was before 1877, was it not ? — A. I think so ; yes, sir. In 1875 
and 1876, 1 think. 

Q. Do you remember the rate of dividend that was paid on the Union 
Pacific stock ? — A. Ko, sir. 

Q. What knowledge had you at this time of the Kansas Pacific ?— 
A. I had no knowledge, except from hearsay. 

Q. Had you been over the road f — A. I had been over the road sev- 
eral times. 

Q. Did you know the amount of its bonded debt! — A. Yes, sir; I 
did. 

Q. At that time ? — A. Yes. 

Q. And you knew at that time, in 1877, that substantially all of it« 
bonded debt was in default on interest! — A. In 1877 ; yes, sir. 

Q. And that the road was in the hands of receivers I — A. Yes, sir. 

THE KANSAS PACIFIC. 
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Q. Going back to 1877, what was your then opinion of the Kansas 
Pacific Eailroad as a property I — A. At that time they had the idea 
that it was not of any very great value ; that is, the stock of it at that 
time. It was in a new country, and the business was very light. 

Q. Mr. Henry Villard, one of the receivers, has substantially said to 
us that at that time the road was earning but little over its operating 
expenses; that it had been poorly built, badly managed, and was in all 
respects a forlorn concern. Would you consider that as an exaggerated 
picture of it? — A. Ko ; I should not. 

Q. Do you remember, in the early part of 1878, becoming interested 
in what we designate as the April pool agreement f — A. Yes, sir, 

Q. Have you a copy of that agreement in your possession f — A. No, 
sir ; I believe not. 

Q. How did you come to get that interest; how did it come about? — 
A. There was a movement being made at that time to get in a large 
amount of these outstanding securities, and in order to purchase some 
it was necessary to raise some money, and I contributed some money. 
I think $100,000 I i)ut in at the time towards it. I think the immediate 
object of my putting in the money was to furnish the funds to buy some 
Denver extension bonds. 

Q. Do you remember who had given this idea prominent direction, 
who was interested in it, of getting up these Kansas Pacific securi- 
ties? — A. Mr. Gould. 

Q. Mr. Jay Gould ? — A. Yes, sir. 

Q. How long had you then been acquainted with him ? — A. Since 
1874, 1 think. I never saw Mr. Gould, to have any particular acquaint 
ance with him, until he came into the Union Pacific board, which I 
think was in 1874. 

Q. When were you first apprised that Mr. Gould was interested in 
buying up these Kansas Pacific securities? How long before the pool- 
ing agreement was made? — A. I think it was only a few months. 

Q. Was there any special security that you learned Mr. Gould had 
acquired in large quantities? Were you told that he had bought a 
large quantity of the unstamped incomes? — A. Yes, sir; and I think 
he had a large block of what is known as the funding bonds, and a very 
large amount of the stock. 



9 

FBEDERICK L. AMES. 647 

THE POOLING AGREEMENT. 

Q. What other geutlemen do you remember as being connected with 
this x>ooling agreement ! 

The Witness. In what way? 

Commissioner Anderson. The parties. 

The Witness. In fact, I knew all the people that were in it, I think. 

Commissioner Anderson. I am asking who those people were 5 • we 
have not a copy of the agreement at the moment. 

The Witness. There was Mr. Sage. 

Q. Mr. Eussell Sage ?— A. Mr. Kussell Sage. 

Q. Sidney Dillon !— A. Mr. Sidney Dillon. 

Q. And all the Saint Louis people! — A. All the Saint Louis people; 
Mr. Greely, Mr. Edgerton, and Mr. Perry; I do not remember whether 
Mr. Meier was in it or not. 

Q. Adolphus Meier f — A. Addlphus Meier and Mr. Carr. 

Q. Mr. Henry Villard tells us that he had no personal interest in the 
arrangement ; is that your recollection ?— A. I never knew what his in- 
terest was 5 I never knew what the respective interests of any of the 
gentlemen were. 

Q. You signed the agreement ? — A. I believe so. 

Q. I presume you read it before signing it, so as to understand ex- 
,actly what the idea was! — A. Yes, sir. 

Q. What securities did you have that entered into this pool ? — A. 
Kone. 

Q. You had none? — A. No, sir. 

Q. What interest had you in the Kansas Pacific secarities at the 
time you signed the pooling agreement? — A. I had none, unless I may 
have had some of the Kansas Pacific consols; I do not remember about 
that; but I had nothing that went into the pool ; I contributed nothing 
into the pool, except I paid in some money and took my share of the 
outcome of the pool. 

Q. How much money did you contribute I — A. One hundred thousand 
dollars. 

Q. What did you receive for that $100,000 1— A. I received $100,000 
Kansas Pacific consols. 

Commissioner Anderson. But at the time you parted with it the 
consols had not been arranged for until a year later f 

The Witness. Ko ; I received two certificates of $50,000 each. 

Q. Have you those certificates ? — A. Oh, no. 

Q. To whom did you surrender them ? — A. I do not know ; I always 
supposed that they were sent to New York, and at the time I received 
my bonds they were given up. 

Q. Given up to some people who gave you bonds'? — A. I think so; 
very possibly they went into some trust company ; I do not know who 
distributed them. 

Q. Probably the persons who would be responsible for them would be 
the trustees of the consolidated mortgage who issued the bonds to you 
or else the company f — A. Yes, sir. 

Q. You do not know where those certificates were ? — A. No, sir. 

Q. Were certificates issued to all the members of the pool ? — A. I 
suppose there were. 

Q. Do you remember the form of the certificate ? — A. No, sir. 

Q. Did it not state what you were entitled to ? — A. I could not re- 
member. 

Q. Did it bear interest ! — ^A. I do not know ; I think it did. 
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Q. To •whom did you pay this $100,000 ? — A. My recollection was that 
I paid it to some trust company in New York. I do not know that I am 
right. My impression was that it was the Farmers' Loan and Trust 
Company. 

MILLIONS OF DOLLARS IN THE POOL. 

Q. Can you tell us how this pool account was kept ! The interests 
were large, were they not, under the pool f I mean the whole interest 
— A. Yes, sir. 

Q. They represented millions of dollars ? — A. Yes, sir. 

Q. Eight or ten gentlemcQ were interested, and some contributed un- 
stamped income bonds, some contributed funding bonds, some contrib- 
uted land-grant bonds, some contributed stock, and some contributed 
money. — A. Yes, sir. 

Commissioner Anderson. As it is explained to us, the values of these 
different securities were scaled down at a rate agreed among you gen- 
tlemen as being the fair value of what you put in, and then, the real 
value of each contributor being thus ascertained, certificates were issued 
to the holder representing his interest in the pool. 

The Witness. Yes, sir. 

Commissioner Anderson. We are also told that the parties to the 
pool had the right to increase their holdings at these same scaled rates 
from time to time. I ask you if you can tell me how the accounts of 
that pool were kept, so as to determine what certificates were outstand- 
ing, and what each holder, on the liquidation of the pool, would be en- 
titled to receive. 

The Witness. Do you mean who kept them ! 

Commissioner Anderson. Yes, sirj I do. 

The Witness. I supposed that they were kept in Mr. Gould's or Mr. 
Dillon's office. I never had any knowledge of it. I had nothing to do 
with the keeping of the accounts. 

Q. If there were profits made out of the management of this busi- 
ness, so that the holder of a certificate should happen to be entitle to 
a division of something beyond what the face of his certificates would 
show, one would naturally suppose that each holder of a certificate 
would feel an interest in seeing what had been done with those securi- 
ties and how they had been disposed of or converted. Did you ever 
ask for the account ? — ^A. No, sir. 

Q. Did you ever receive an account! — A. Ko, sir; 1 never received 
any account. 

Q. All you received was a certain number of bonds in exchange for 
your certificates I — ^A. Yes, sir. 

Q. Do you remember how it was determined how many bonds you 
should receive for your certificates ? — A. I do not know how it was de- 
termined. 1 put in so much money and I saw that I received an equal 
amount in bonds. 

Commissioner Anderson. Please run your eye over the paper I now 
show you, and state whether that is a copy of the pooling agreement 
that you entered into. (Keferring to Exhibit 1, May 6, 1887, heretofore 
printed in this volume.) 

The Witness. I do not see that I ever signed this paper. 

Commissioner Anderson. I know that ; but you state you were a 
party to the arrangement, and read it at the time. 

The Witness. Yes, sir. 

Commissioner Anderson. So I assume that it represents correctly 
what occurred ; I will ask you that question. 
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Tbe Witness. I see the statement is made here that I contributed 
3S3 funding bonds. 

Q. Is that correct I — A. Ko j I never did. 

Q* Did you know that those funding bonds had been contributed to 
this pool ? — ^A. They never were contributed. 

Q. They may have been placed in your name but belonged to some 
other person? — A. Ko ; they belonged to me and they were never put in. 

Q. You did have these bonds ? — A. I had these bonds, yes. But 1 
declined to put them in the pool, and they never went in. And I de- 
clined to be one of the members of the committee. 

Q. Did you never serve on this executive committee! — A. N'ever. 

Q. Who did serve I — A. I think Mr. Sidney Dillon served. 

Q. Mr. Sidney Dillon I — A. Yes. It is Exhibit D of this pooling 
agreement, I think, that says that Mr. Dillon was substituted for me. 

Q. Why did you refuse to serve on this executive committee ! — ^A. I 
was over here in Boston, and it was ndt convenient for me to be in New 
York : I had no securities to go into the pool, and so I declined to take 
any part in it. 

Q. Youdid, however, contribute $100,000, you say! — A. Afterwards. 
That was in March, 1879, and this thing was early in May, 1878. 

By Commissioner Littler : 

Q. Do I understand you, that you contributed $100,000 as early as 
March, 1878 f—A. 1879. 

THE KANSAS PACIFIC CONSOLIDATED MORTGAGE. 

By Commissioner Anderson : 

Q. Do yon remember when the consolidated mortgage scheme was 
devised — the scheme for the Kansas Pacific consolidated mortgage — for 
the purpose of retiring these different securities at a scaled rate ! — A, 
I think it was about the time when the mortgage was made. I think 
that is stated in 1878. I do not remember the date of it. 

Q. Were you not interested in that mortgage I 

The Witness. In what way I 

Commissioner Anderson. In the fact that it provided a method by 
which the funding bonds could be liquidated either in money or in 
bonds to be issued under that mortgage ? — A. I hfeld, as you see there, 
$383,000 of the funding bonds which were then in default, and I might 
have been interested in providing alive security to take the place of the 
one that I held* 

Q. Do you remember whether you read that mortgage before it was 
executed? — A. Oh, yes, sir; undoubtedly. 

Q. Please look at the lines of that mortgage, at the foot of page 156 
of the Book of Indentures of the Union Pacific Eailroad Company, and 
state whether $784,000 funding bondl^ referred to in that quoted section 
from the mortgage, included your bonds or not.— A. Ko, sir; they 
did not. 

Q. You know the section I refer to I — A. I know that $784,000 were 
the bonds which Mr. Gould put into the pool. 

Q. And they did not include yours! — A. They did not include mine. I 
think the total issue under that mortgage was about between eleven 
hundred and twelve hundred thousand dollars, and I had all the rest 
of them. 

Commissioner Anderson. The total issue was a million and a half, 
I think, of the funding bonds. 



650 U. S. PACIFIC RAILWAY COMMISSION. 

The WiiTOSSS. Was it ? Were there as many as that out f My impres- 
sion was that there was only aboat twelve handred thousand dollars of 
those ever used. 

Q. Then I understand that your personal connection with this pool 
was absolutely limited to the advance of $100,000 in money in March, 
1879 ?— A. Yes, sir. 

Q. And that in no other respect have you any knowledge of its man- 
agement or its outcome; when I say ^^its outcome," I mean its liquida- 
tion f — A. Ifo, sir. 

Q. Do you know how this special provision was incorporated in the 
mortgage by which the holders of the pool securities were to receive 
the sum of $3,400,000 for their securities f — A. I always supposed that 
that was the footing of the aggregate of the rates at which these bonds 
and securities were put into the pool. 

Q. Do you suppose so to-day ? — A. Yes, sir. 

Q. Have you never taken the trou})le to commute those securities at 
the mortgage rates and to compare it with the actual amount in con- 
solidated bonds agreed to be paidf — A. No, sir; these securities were 
not to be put in at the mortgage rates. 

Q. But you just said that you supposed that they would foot up the 
same as though put in at the mortgage rates, did you not! — A. No, sir. 

Q. What did you suppose about it f — A. I suppose that they footed 
up at the rates at which the parties putting them into the pool were al- 
lowed for them in the pool ; so that practically the people who put these 
bonds in at the rates which were fixed in the pool, received their pay 
in Kansas Pacific consols at par. 

COMPARISON OF BATES IN POOLINa AOBEEMENT WITH BATES IN 

^ CONSOLIDATED MORTGAGE. 

Commissioner Anderson. Please examine the rates as stated in the 
pooling agreement, and compare them with the rates as stated in Article 
23 ot the mortgage and see what difference there is, if any. The rates 
you will find on the second column of the top page of Exhibit B, and 
the mortgage rates you will find in Article 23, page 169 of the Book of 
Indentures. A floating debt is the same th'ing, as I understand, as the 
fanding bonds. 

The Witness. Yes, sir. 

Commissioner Anderson. And that is redeemable at par both in the 
pooling agreement and in Article 23 of the mortgage ? 

The Witness. Yes, sir; the funding bonds, as t understand it, were 
issued some time shortly previous to the suspension or failure of the 
Kansas Pacific road to protect the parties who furnished the money, or 
to whom the money, which was called the floating debt, was due. 

Q. I call your attention to the fact that the rate for payment of the 
fanding bond is the same in the pooling agreement as it is in Article 23 of 
the mortgage. The next item is unsubordinated income bonds, which 
in the funding agreement are rated at 50. What are they rated at under 
Article 23 ? — ^A. The unstamped, at 50 cents. 

Q. That is, the same rate in both papers ? — A. Yes, sir. 

Q. The stamped income bonds are rated at 30 in the pooling agree- 
ment, are they not I — A. Yes, sir. 

Q. What is the rate in the mortgage *? — A. That is at 30 cents. 

Q. And the second land-grants are rated in the pool agreement at 50 
cents. What is the rate in the mortgage? — A. Fifty. 
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^H Q. The Arkansas Valley iiitbepool agreemeutareraf.fid at 50. Wbat 
iB the rate in tho mortgage f You will lind some provisiou in Article 
24 that applies to it. — A. They can bij takou up at a rate not exeeed- 
ing par. 

UommisBioner Ahdekson. With acme proviisioas as to the amount 
of debt per mile! 

The Witness. Not exceediog 815^000 for each mile east of themerid- 
ian of Denver. 

Q. Did you ever examine the mortgage cloaely to see whether the 
t«riii8 provided in Artiole 24 were intended to apply to those Arkansas 
Valley bonds t — A. No, sir. 

Q. As to the Leavenworth Branch, the rate in the pool agreement is 
^^M>. What is the rate in the mortgage f — A, Fifty. 
^^k Q. So that the mortgage rates and the pooling agreement rates are 
^^Ke samel — A. Apparently, yes, sir. 

^K^Q. I will go back to these securities at page 15G, and ask yon whether 
you have ever ascertained whether the rate agreed to be paid to the 
holders of these securities was a preferential rate, by which they got 
better t^rms than the other holders of these securities (such as your- 
self), or whether the rate was the same. 

The Witness. Do you mean at that timel 

Commissioner Anderson. At that time. 

A. As I understand it, it was the same. 

Q. Have you ever figured to see and apply these very fractions which 
you have now given me to the same amounts U) see whether they would 
produce the figure *3,400,00OT— A. No, sir. 

Q, Then I tell you that, applying these commutation rates to these 

amounts, the total amouut of bonds which these penllemen would have 

been entitled to receive is about $2,150,000 inatea<l of *3,400,000. I ask 

you how it came to pass that they received this difierence ? — A. I do 

^jpt know anything about that. 

^Lq. At this time you were a director of the road, were yoa not ! — A. 
^Bbs, sir. 

^VQ. And were you a director in the Kansas Pacific also T 
^* The Witness. At what timet 

Commissioner ANDBBSOH. When this consolidated mortgage was 
made. 

A. I think I was. 

Q. You were elected in May, 1878, in the Kansas facirtc, were you 
not f— A. Yes, sir ; I think so. 

Q. And as such director you were interested in knowing whether 
bonds were issued to persons having claims against the company on 
terms that would exaggerate or increase the indebtedness of the com- 
pany, were you not ? — A. Certainly. 

Q, And yet you can give no explanation as to why these gentlemen 
received apreferential issue, if I may so call it, of over a million dollars? — 
A. I know at the time that it was thought to be greatly for the inter- 
est of the Kansas Paci^c to get these bonds in at these prices. 

Q. So I presume. But what I ask you is whether it was not a matter 
of special agreement between these gentlemen representing these secu- 
rities — Sidney Dillon, llussell Sage, aud Henry Villard, acting on' behalf 
of Mr. (iouhl and tbe otlier geutlemcn in interest — who said that they 
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had negotiated this arrangement or originated it and had gathered to- 
gether these securities, and that therefore they considered they were 
fairly entitled to a preference, because they had made the consumma- 
tion of this scheme possible. Is that all news to you, or did some sucn 
report as that take place? — A. I have no doubt that there did some 
such report take place. 

Q. I want to know whether you remember anything of the kind. — ^A. 
I remember that the thing was discussed T.ery fully at the time, and it 
was thought that that was a good arrangement for the railroad company 
to make, to get in this large block of securities. 

Q. Was it discussed in the meeting of the board of directors? — ^A. 
Yes, sir 5 and out of it. 

Q. Do you remember how this figure $3,400,000 was reached? — A. 
No, sir; I do not. 

Commissioner Andekson. It could not have been reached by draw- 
ing blank ballots out of a hat! 

The Witness. Oh, no; probably not 

Q. There must have been some computation! — ^A. Probably some 
computation. 

Q. Do you remember whether figures were produced before you and 
there was a bargain, "We will sell for so much,^ or "We want so much," 
and any debate as to what the figures would be? — A. No, sir; I cannot 
remember it at this time. 

Q. Do you consider a transaction of $3,400,000 a large transaction f — 
A. Certainly. 

Q. Were any other special arrangements made in regard to individual 
holdings of these securities that you were seeking to retire? 

The Witness. At this time or later? 

Commissioner Anderson. At or prior to the making of the consoli 
dated mortgage; at that time, substantially. 

A. Not that I remember of. 

Q. Were any such arrangements made after that time that you know 
of? 

The Witness. In regard to the issue of consolidated bonds? 

Commissioner Anderson. In regard to the terms on which consoli- 
dated bonds were issued, so that some of the persons to whom they 
were issued got better terms than other people got. 

A. The only case I know of is this: Probably you are referring to the 
exchange of my own bonds. 

Commissioner Anderson. That is one case I am referring to, and I 
am referring to a great many cases. 

The Witness. That is the only one I had any knowledge of. 

Q. In regard to the exchange of your own bonds what do you remem- 
ber? — A. I remember that I gave up my bonds and took the Kansas 
Pacific consols at par for them, with an agreement on the part of the 
company that they would guarantee them to be worth par at the end of 
six mouths. They had the option of taking them off my hands at par 
at any time during six months or paying me the difference. 

Q. Did they become worth par during that period ? — ^A. No, sir. 

Q. Did the company pay you the difference? — A. 1 think they paid me 
about 6per cent, on the bonds. They were worth somewhere about 93 
or 94 at the end of six months. 

Commissioner Anderson. Six per cent, on the principal was what 
they* paid you ? 

The Witness. On the principal. 

Commissionp.r Anderson. The interest was regularly paid, of course? 
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PREFERENTIAL ISSUE. 

The Witness. Yes, sir. 

Q. While on this subject, is that the only case of the preferential 
issue of these bonds that you know off That case and the case speci- 
fied in the mortgage ! — ^A. Yes, sir ; 1 think it is. 

Commissioner Anderson. You know of no others f 

The Witness. I do not remember any other. 

Q. Do you not remember the fact that in January or February, 1880, 
$2,000,000 of these bonds were issued to Mr. Jay Gould at 75 ? — ^A. No, 
sir. 

Q. Were you never consulted in regard to that transaction f— A. I 
know nothing about it. 

Q. Do you know at the time they were so issued the market price was 
94 !— A. Ko, sir. 

Q. Have you never heard of that transaction before now f — A. I do not 
remember to have ever heard of it before. 

Q. It never was, then, up in the board, to your knowledge, for discus- 
sion f — ^A. It might have been. I cannot remember. 

Q. Of course it might have been. But I am asking for your memory. 
Do you remember whether the board of directors of this company ever 
agreed that $2,000,000 of these bonds should be given to Mr. Gould at 
75 1 — ^A. Ko, sir ; J do not remember. 

GOULD'S KANSAS PACIFIC CONSOLS. 

Q. Do you remember any other transactions between Mr. Gould and 
the Union Pacific Eailway in which these consolidated bonds, Kansas 
Pacific consols, were issued to Mr. Gould either in payment of loans of 
money where the rate either of the interest on the money or the rate 
at which the bonds were taken was so arranged as to give him a per- 
sonal profit ? — A. No, sir. 

Q. You never heard of any transactions of that character ? — A. Ko, 
sir. 

Q. Do you remember the fact that at or about the time of the consol- 
idation $2,000,000 of these bonds were issued to Mr. Gould in settle- 
ment of his account in addition to the other issues that I have de- 
scribed f 

The Witness. Is that the same $2,000,000 that you spoke of before ! 

Commissioner Andekson. No, sir; another two miUions, issued a 
month previous. 

A. No, sir ; I do not remember. 

Q. Have you ever seen that account! — A. I think it is very likely I 
did at the time. 

Commissioner Andebson. I refer to Mr. Gould's account, amounting 
to $2,000,000. 

The Witness. I think it very likely I did, but I do not remember. 

Q. Do you know how it came to pass that the Kansas Pacific Com- 
pany owed Mr. Gould two millions of dollars at this time f — A. No, sir ; 
I do not. I did not know that they did owe him. 

Commissioner Andebson. I show you the entry as it appears in the 
books of the Union Pacific Railway Company to-day. It is the last 
item of those entered under January, 1880. 

The Witness. I do not know about that account. I do not remem- 
ber it. 
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THE KANSAS PACIFIC POOL. 

Q. After this pool was formed, do you remember the fact that the 
Saint Louis people were bought out ! — A. Yes, sir. 

Q. Did you take any part in that negotiation !— A. No, sir; I had 
no interest in the pool except as I have stated, the original $100,000. 

Q. At the time of the consolidation were you the holder of any number 
of shares of the Kansas Pacific stock ? — A. Yes, sir. 

Q. When had you acquired title to that stock ? — A. I bought that 
stock about a year previous. I think all the stock that I had in the 
Kansas Pacific came thi-ough my interest in this Kansas Pacific pool 
that you have been speaking of. 

Q. Did it not come by buying out these Saint Louis people ?— A. No, 
sir. 

Q. How did it come? Tell us how you got the stock. — A. As I told 
you, I put my $100,000 into the pool, and I got my proportion of the 
stock that had been bought up by the pool. 

Q. Then the certificate that you got was not all that you got for 
your $100,000 ?— A. No, sir. . 

Q. There was some stock thrown in ? — ^A. Yes, sir. 

Q. How much was the stock I — A. It amounted, I think, to about 
$179,000 par value. 

Q. About 3,700 or 3,800 shares!— A. Thirty-five hundred shares. 

Q. Did that stock cost you anything except as in connection with this 
certificate that was paid for the $100,000 ? — A. No, sir 5 I got the Kan- 
sas Pacific consols and this stock for $100,000. 

Commissioner Anderson. 1 understand. And you also got the dif- 
ference between the market value of the consols and the par value of 
the consols from the Union Pacific Company! 

The Witness. No, sir 5 not at all. You are confounding 'two sepa- 
rate transactions. The other transaction applied only to my funding 
bonds which never went into the pool. 

Q. Then, for your contribution to the pool you got the consols and 
the stock ! — A. Yes, sir. 

Q. Is that all tjie stock you ever acquired ! — A. That is all the stock 
that I ever had in it. 

Q. Do you not know, as a matter of fact, that that stock was taken 
out of the pool at the time the Saint Louis people were bought out ! — 
A. No, sir ; I do not. I always supposed that the Saint Louis stock 
was all in the pftol. 

Cpmmissioner Anderson. But, after they were bought out, then Mr. 
Gould took that stock out of the pool, so that when the pool was liqui- 
dated under the mortgage, as you will see, no stock appears. 

The Witness. The stock never went into the mortgage. The stock 
was reserved. 

Commissioner Anderson. The stock was in the pool before the Saint 
Louis people were bought out? That you have just said. 

The Witness. Yes, sir. 

Commissioner Anderson. When the mortgage was made the stock 
had got out of the pool, for it does not appear in the mortgage. Do 
you know how it got out of the pool ! Do»you not know that Mr. Gould 
took it all ! 

The Witness. Certainly. But I do not understand what the mort- 
gage and the pool had to do with each other. 

Commissioner Anderson. All the pooling securities were liquidated 
by a special provision inserted in the mortgage for $3,400,000. 
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lie WiTNKss. No, sir; tliey wore not. 

'_. What eevurities were liquidated and referred to in the mortga] 

r the »3,4O0.000 1— A. Those that are named in the mortgage. 
*Q, Are they Dot the pool securities! — A, Those are apart of them, 
liink. 

Q, What other securities were there? — A. There were some Denv4 
extension bonds. There were $400,000 or $500,000 of those, 1 thiul 
that went into the pool. 

Commissioner Akdeesoh. If yon will examine I he jiool you willfin^ 
that the Denver extensions are not in the pool. 

The. Witness. There were, 1 think, nearly $500,1100 iif Iho Denvt _ 
extension bonds, and that is what 1 always nnUertrtood the money! 
that was contributed went to xiurchaso. 

Commissioner Aitdebson. All I mean to inquire about is the fnct 
that in the pooling agreement, as it stood, there was soniethinf: like 
60,000 or 70,000 shares of Kansas Pacific stock held by the Saint Loai«, 
people, and that stock subsequently became the property of Mr. Jaj 
Gould. Do you know how the transfer was effected ) 

The "Witness. I always understood that it was done by his hnjiaL 
out the interest of the Kansas Pacific people — the Saint Louis people; 
the original Kansas Pacific people — in the pool. 

Q. And that ho thereby became the holder of that stock T — A. Yes, 
sir. 

Q, And that that stock was not afterwards included in the settlement 
that was made under the mortgage or the $3,400,000? — A. No, sir. 
That stock was treated like all the rest of the stock that was in the i>«ol, 

Commissioner Anderson, That stock was treated like all the rest of 
the stock in the terms of the cousolidation, as I understand iff 

The Witness. Yes, sir, 

Q What J-wanttokuow is, when you got your 3,500 shares of stocK! 
In what month f — A, I think I got it in March, 1879, or April, 1870. 
think I paid my money in March. 

Q. When did Mr. Gould buy out the Saint Louis people f — A. Idom 
remember the date. I had nothing to do with that purchase and hi 
no interest in it. 

Q. Were you a member of the Union Pacific executive committee t- 
A. Yes, sir. 

Q. Please look at the minutes of the executive committee, May 23,^ 
1878, and state whether the transactiou there detailed has any relation 
to this pool. — A. No, sir; I think not. I think that was simply where 
Mr. Gould came in and advanced the money to settle a claim whieli the 
Vulcan Iron Works had against the Union Pacitie. 

Q, Then, as I understand it, you acquired your interest in the Kansas 
Pacific at substantially the same time Mr. Gonld bought out these other 
people? — A. No, sir; I did not say that. I do uot know when Mr. 
Gould bought out these people. I had nothing to do with that, aud 
never knew anything about it except by hearsay. 

Q. After you owned the 3,500 shares of Kausas Pacific, which you 
say was in the spring of 1879, was there much discussion as to the future 
policy of these two roads to each other among the prominent owners of 
the securities f — ^A. Y'es, sir; a gi-eat deal. 

Q. A great deal of discussion'! — A. Yes, sir. 

Q. Who were the prominent pei-sons who discussed it? — A, Mr^l 
~h!>Dld, Mr. Sidney Dillon, Mr. Sage, and myself. 

H). Were those gentlemen all Loklers of Kansas PaciOi; stock at 

ge of these discussions ? — A. I think they 
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Q. And all interested in the securities described in this pool, except 
yourself; that is, Mr. Gould, Mr. Dillon, and Mr/ Sagef — ^A. I think 
they were. I do not see Mr. Sage's name here as signing in this pool. 

Commissioner Anderson. He is referred to in Exhibit D. 

The Witness. I always understood that Mr. Sage was interested In 
Mr. Gould's share in the pool. 

Commissioner Anderson. Or he is referred to in the mortgage, 1 
forget which. What other securities of the Kansas Pacific were you 
interested in, if any, besides the Kansas Pacific that you held, the 3,500 
shares of stock and $383,000 of funding bonds f 

interests of witness in union PACIPIO branch LINKS. 

The Witness. 1 had $14,000 Denver extension bonds. 

Q. That is, the bonds issued on that portion of the road between mile- 
post 394 and Denver City f — A. Denver City ; yes, sir. 

Q. Had you any interest in Denver Pq^cific stock ! — A. l^ever. 

Q. Or Denver Pacific bonds ? — A. Fever had any. 

Q. Had you any interest in any of the branch roads of the Kansas 
Pacific ? — ^A. No, sir. 

Q. Had you had any such interest? — A. Never had any. 

Q. You never had any ? — A. No, sir. 

Q. Had you any interest in any roads that subsequently became 
branches of the Union Pacific Eailway ? — A. No, sir; I think not. 

Q. Are you quite sure ? — A. Yes, sir. 

Q. You had no interest whatever down to the time of the consolida- 
tion! — A. No, sir; I might have had a few of the first-mortgage bonds 
of the Colorado Central Eailroad. 

Commissioner Anderson. My question includes the Saint Joseph and 
Western. 

The Witness. At what date? 

Commissioner Anderson. Down to the time of the consolidation, Jan- 
uary 24, 1880. 

The Witness. Yes, sir; I had an interest in the Saint Joseph and 
Western at that time. 

Q. When did you acquire that interest ? — A. I acquired that interest 
in the summer of 1879. 

Q. From whom did you acquire that interest I — A. I got that from 
Mr. Gould. 

Q. How many bonds did you get from him ?— A. I had $100,000 of 
the first-mortgage bonds. 

Q. At what price did you get them? — A. About 40. 

Q. Was any stock thrown in ! — A. About 400 shares of stock thrown 
in ; 450 perhaps. I do not remember the amount. 

Commissioner Anderson. That is, your own Saint Joseph and West- 
ern stock f 

The Witness. Saint Joseph and Western ; yes, sir. 

Q. Does that complete the statement of your interests that were in 
any way affected by the consolidation ! — ^A. Yes, sir. 

Q. Had you ever had any interest in the Denver and South Park!— 
A. Never. 

Q. Any interest in the Kansas Central f — ^A. Never. 

Q. Any interest in the Central Branch Union Pacific? — A. Never had 
any interest in it. 

Q. You knew of that road? — A. Oh, yes, sir. 
^ Q. You knew who owned it t — ^A. Yes, sir. 
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Q. Did you know of tbe transfer of that road to Mr. Jay Gould on 
the 7th of November, 1880 !— A. I did. 

Q. Had you taken any part in conducting that negotiation ? — A. No, 
sir. 

Q. Did you know the price paid by Mr. Gould to Mr. Ames ? — A. Yes, 
sir. 

Q. At the time it was paid? — A. Yes, sir. 

THE LETTER TO DODGE AND HUMPHREYS. 

Q. Do you remember a letter that was written to Mr. Solon Hum- 
phreys and Mr. Dodge in October, 1879 ? — ^A. Yes, sir. 

Q. Do you know who prepared that letter ? — A. No, sir, I do not re- 
member. 

Q. Were you conferred with in regard to it? — A. Yes, sir j I believe 
I signed the letter. 

Q. Who conferred with you about it? — A. Mr. Dillon, and I think it 
was a matter of discussion among all the Union Pacific people and with 
Mr. Gould. 

Q. But this letter was written after Mr. Gould, Mr. Sage, and Mr. 
Dillon and yourself had substantially acquired all of the Kansas Paciiic 
securities, and of the Saint Joseph and Western securities which you 
held at the time of the consolidation, was it not? — A. Yes, sir; prob- 
ably. 

Q. At the time that letter was written, were you an advocate of con- 
solidation ? — ^A. I was ; yes, sir. 

Q. Who else was an advocate of the consolidation ? — A. So far as I 
remember, all the directors of the Union Pacific were advocates of the 
consolidation except Mr. Gould. 

Q. Do you remember, as q> matter of fact, that at the time that letter 
was written he was opposed to it, or that his position appeared ? — A. I 
think Mr. Gould was opposed to it at that time, on any basis which the 
Union Pacific were willing to accept. 

Q. Was Mr. Sage in favor of it or opposed to it ? — A. In favor of it. 

Q. Was Mr. Sidney Dillon in favor of it? — A. Yes, sir. 

Q. Yoii were in favor of it ? — A. Yes, sir. 

Q. Was Mr. Dexter in favor of it ? — A. Yes, sir. 

Mr. John F. Dillon. In favor of what? 

Commissioner Anderson. At the time the letter was written to Mr. 
Solon Humphreys and Mr. Dodge, on the 23d of October, 1879. 

Q. Was Mr. Atkins in favor of it? — A. I think we were all in favor 
of it. We were not all agreed on terms. 

Q. After that letter was written, did you have interviews with Mr. 
Solon Humphreys or Mr. Dodge with regard to the examination they 
were to make ? — A. Ko, sir ; not that I remember. 

Q. What sort of an examination ought those gentlemen make, to re- 
port intelligently on such a subject? — A. I suppose they would look into 
the accounts of the road and familiarize themselves with the character 
of the country, and the connections and the amount of business that 
was likely to be built up on the road in the future. 

Q. It was quite an extensive inquiry, was it? — A. Yes, sir. 

Q. Perhaps, within its limits, it was as extensive an inquiry as this 
Commission is to make. Do you know what they did in that regard ; 
how much investigation did they make? — A. My impression is that 
they went out West and went over the road. I could not say positively 
as to that. They took considerable time about it. 

42 ?« 
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Q. The matter was one of great importance to both companies. Do 
you know how closely they investigated the earning capacity of the 
Kansas Pacific ? — A. I have no personal knowledge ; no, sir. 

FINANCIAL CONDITION OF KANSAS PACIFIC. 

Q. As matter of fact the Kansas Pacific had never paid a dividend 
up to that time, had it *? — A. No, sir. 

Q. As matler of fact, a very large amount of its interest account on 
the different forms of mortgage securities in October, 1879, was un- 
paid ? — A. All of it I believe was. It was all in default at that time. 
. Q. There had been some little payments made. As matter of fact, it 
was only about eighteen months before that you have stated that a de- 
scription of the road as being a poor forlorn concern was justified by 
the fact. 

The Witness. Two or three years before, was it not I I think your 
question applied to a time before 1877. 

Commissioner Anderson. We will say two years. All I mean to say 
is, that a consolidation of this nature, proposed between the Union 
Pacific and a road which had been so unfortunate as the Kansas Pacific, 
and taken in connection with the fact that all its coupon indebtedness 
was still in arrears, and no dividends had ever been paid, would require 
a very careful scrutiny before it could be intelligently asserted that the 
consolidation would be of benefit to either or both of these roads. 

The Witness. Yes, sir. 

Commissioner Anderson. You were aware of these facts at the time 
this letter was written, of course! 

The Witness. Yes, sir. 

Q. Did you yourself confer with either Mr. Dodge or Mr. Humphreys 
at any time in regard to the data which they were getting together t— 
A. I think it very probable I did. I was seeing them frequently, and 
naturally would have talked about it. 

the report of dodge and HUMPHREYS. 

Q. Do you remember the fact that they made a report! — A. Yes, sir; 
I remember there was a report made, but I do not remember when it was 
made. 

Q. Do you remember seeing the report at the time it was made, when- 
ever it was ? — A. I remember hearing it read. 

Q. Where did you hear it read? — A. I think at the directors' meet- 
ing at which it was submitted. 

Q. A meeting of what directors of what company? — ^A. I think it 
was submitted at the time that the consolidation was voted. I think 
that report was submitted at that time. 

Q. If the directors were to be guided as to the consolidation by the 
examination made by Mr. Humphreys and Mr. Dodge, is it not prob- 
able that the directors would see this report before actually making the 
consolidation f — A, I think very likely they had information as to the 
conclusions that they had arrived at. 

Commissioner Anderson. The consolidation was voted on the 24th 
of January, and the report is dated on the 16>th of January, and is ad- 
dressed to yourself, among others. 

The Witness. Yes, sir. 

Q. I ask you, are you not satisfied that you saw that report as soon 
as it bears date ? — ^A. I could not say as to that. I undoubtedly knew 
of the repor^. 
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Q. Did you DOt know of the conteiits of that report, and had yon 
not examined them before you voted for the consolidation? — A. Un- 
doubtedly. 

Q. Several days before! — ^A. I could not say as to that. 

ACTION OF THE DIBEOTOBS. 

Q. You think, on a matter of that magnitude, you would rea<l a re- 
port on one day and vote for the consolidation on the following day f — 
A. I think the terms of the consolidation were practically agreed upon 
by four or five of the directors, previously^ a week or ten days previous 
to the meeting of the directors, at which it was voted. 

Q. Previous to the report being made is the question. Was that 
iarrangement made before the report was made f — A. Before the report 
was made to the directors f I think so. 

Q. Before the report was made to you! — A. I could not say as to 
that. We undoubtedly knew what the recommendations of the com- 
mittee were at the time the agreement was made with Mr. Gould, and 
the terms on which the companies coald be put together. 

Q. How could you know what the committee would report until the 
committee had made a report ! — A. It might be told us that they were 
going to report. 

Q. Did they tell ? — A. I could not say that they did or did not. I 
am very confident that they did. 

Q. In what shape ^ just in the shape of a conversation! — A. I 
think very likely. I do not think there was any written report, or any- 
thing except the actual report, which you have probably seen. 

Commissioner Andebson. That report bears date the 16th day of 
January, 1880. 

The Witness. Yes, sir. 

Q. You think, before that time, these gentlemen may have told you 
that they were going to decide in that way ! — ^A. Yes, sir ; I think un- 
doubtedly they did tell us what they thought were the fair terms on 
which the properties could be put together. 

GOULD'S PUBCHASE OF MISSOUBI PACIFIC. 

Q. To go back to October. Do you remember, shortly after this let- 
ter had ^en written to these gentlemen, hearing that Mr. Jay Gould 
had bought the Missouri Pacific ! — ^A. I knew when he did buy it. 

Q. When was it ! — ^A. I think it was somewhere near the middle of 
November. 

Q. November, 1879 !— A. 1879, 1 think the 13th or 14th, or some- 
where along there. 

Q. The Mfssiouri Pacific extends, as I understand, from Saint Louis 
to Kansas City ! — ^A. Yes, sir. 

Q. Was it then completed when bought by Mr. Gould! — A. Yes, sir. 
It also, I think, ran up to Leavenworth and a branch to Atchison. 

Q. Please state what bearing this information had on the negotiations 
that were i>ending for the consolidation of the Union Pacific with the 
Kansas Pacific. — A. It expedited the matter very much, as far as the 
Union Pacific people were concerned. It made them very uneasy and 
very much alarmed. 

ALABM OF UNION PACIFIO PEOPLE. 

Q. Why did it alarm them! — A. Because, in the first place, Mr. 
Oould had acquired a very large interest in the Kansas Pacific • a very 
much larger interest in that than he had in the Union Paci'fic \ and 
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when we came to deal with him on the question of putting the proper- 
ties together, he wanted to put in the Kansas Pacific at a very much 
larger valuation than we thought it was entitled to come in on. And 
rigbt here I would say that the opinion I might have had 

Mr. John F. Dillon. There is the memorandum of January 14 [pro- 
ducing the paper]. 

Commissioner Anderson. Mr. Ames, go on. 

The Witness. The Kansas Pacific had changed a great deal in con- 
dition in 1879 from what it was in 1876 or 1877. The country had im- 
proved a good deal, and it had filled up with people, and the business 
had increased very much. In the mean time the road had been in the 
hands of a receiver for two or three years, and there had been a good 
deal of money spent upon the property in improving its physical con- 
dition. Mr. Gould was very anxious to put the Kansas Pacific and the 
Union Pacific together, but on terms which we thought were unjust to 
the Union Pacific. 

TERMS WANTED BY GOULD. 

Q. Will you state those terms right here. — A. I cannot remember 
what they were. It was a matter of negotiation from time to time. 

Q. Can you give us any information on that poiut, as to what partic- 
ular securities he wanted a greater advantage in than the Kansas 
Pacific people ultimately got ? — A. It was on the stock, very largely. 

Q. Did he ask to have the stock put in at more than the equivalent 
of the Union Pacific ? — A. Yes, sir. 

Q. More than the equivalent of Union Pacific? — A. Yes, sir; more 
than the equivalent o'f Union Pacific. He took the ground all the time 
that the Kansas Pacific property was worth a great deal more than the 
Union Pacific property. 

Q. Kelatively to his holdings f — A. Eelatively to his holdings. He 
made a great deal of talk about the fact of the Kansas Paeific having a 
very much smaller capitalization than the Union Pacific had. I do not 
remember what the exact figures were, but I think from 50 to 75 or 100 
per cent, larger — on the capital stock, at any rate. We thought that it 
was not worth as much, nearly, as he proposed. I think at that time, 
for the sake of peace and harmony, we would have been willing to put the 
stock together on the terms on which it went together ultimately. There 
were litigations going on between the two companies as to the question 
of their right to enter our road at Cheyenne, and prorate on the over- 
land business, which we were fighting off in the court, and resisting all 
we could, and which we thought, if they prevailed, would be very in- 
jurious to the Union Pacific; and at the same time they were competing 
with us on the Denver business. There was a great deal of contention 
and friction between the two companies. 

Q. Before you pass from that subject, had not a litigation in regard 
to through business been adjusted long before this time, so that at this 
time youhad the same superintendent, and substantially the same boards 
of directors, and the same president, Mr. Sidney Dilloii ? 

The Witness. At which time ? 

Commissioner Anderson. At the time the consolidation was made. 

A. Yes, sir ; they had at that time ; but that was only through the 
fact that Mr. Gould, holding the controlling interest in the stock, had 
seen fit to put us all in. 

Commissioner Anderson. I mean that, so far as the question of mo- 
tives that bore on the votes in favor of consolidation were concerned, 
this question of there being a litigation pending between the companies 
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had passed out of being, and no longer existed between October, 1879, 
and the 24th of January, 1880 ? 

The Witness. I do not think it had gone out of existence. The rec- 
ords would show that. I think it was suspended. There was no ef- 
fort being made to push the suits, but Mr. Gould had it in his power at 
any time to change the board of direction, and to bring these suits up, 
and to push them for all they are worth. 

Gomi&issionei* Anderson. I mean to say that it was the power of 
Mr. Gould then that had its effect, and not the actual pressure of pend- 
ing litigation being pushed in the court at the time. 

The Witness. Yes, sir. 

Commissioner Anderson. Does this remark also apply between the 
competition to the Denver Pacific and the Colorado Central ? Had that 
ceased to be a pending issue, so that was in the power of the Kansas Pa- 
cific to resuscitate and renew this agitation ? 

The Witness. We realized that that i)ower remained in Mr. Gould 
at any time, if we broke with him. 

Commissioner Anderson. Please continue your story now. 

GOULD irritated. 

The Witness. As I said, Mr. Gould was unwilling to accede to any 
such terms as we thought we were entitled to on the question of put- 
ting the properties together, and he seemed to be a great deal irritated 
with the Union Pacific people for standing out as we did. This was 
along, I think, in the fall of 1879. He held up to us his power of build- 
ing branches and developing the business of the Kansas Pacific, and, 
as I remember, threatening to build up into Nebraska and cut our 
business there. Meantime he was negotiating for the Central Branch 
road, and bought that, I think. 

Commissioner Anderson. On the 7th of November f 

The Witness. On the 7th of November. 

Commissioner Anderson. That is, from Mr. Oliver Ames ? 

The Witness. He bought that from the present Oliver Ames, the 
governor. Not from my father. My father never had any interest at 
all in that property. The understanding with Mr. Gould at the time 
that he bought this property, and also the Saint Joseph and Western, 
was that in case of a consolidation of the Kansas Pacific and the 
Union Pacific these properties should be turned into the consolidated 
company. 

Q. When you speak of an understanding, between whom do you mean ? 
— A. Between the directors. Between myself, for instance, and Mr. 
Gould. That if we took the Kansas Pacific, this was to be thrown in. 

Commissioner Anderson. I want to call your attention here to the 
fact that Mr. Gould states, in respect to tha^, that no understanding 
was had as to these branches until the 14th day of January, or until 
after he had .resigned his position in these two companies. You do not 
so remember it? 

THE PURCHASES M;ADE FOR THE PROTECTION OF BOTH PROPERTIES. 

The Witness. My remembrance of it was that the purchases were 
being made for the protection of the joint properties, if tbey went to- 
gether 5 that we had the right — 1 do not think we agreed to take the 
properties of him, but we had the right, if we elected to do so, to take 
the properties. 
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Q. On the terms of the purchase f — A. On the terms of the parchase. 

Q. Oja the terms of the purchase by you, the consolidated company 
were to take A. I-made no purchase. 

Q. On the terms of the purchase by Mr. Gould and the other parties t 
— A. On the terms of the purchase by Mr. Gould. Mr. Gould made 
all the purchases himself. 

Commissioner Andebson. You had included the Saint Joseph and 
Western, and you had before said that Mr. Gould had passed $100,000 
of the bonds over to you. That was the reason I put the question in 
the form I did. Please go on with the story. 

The Witness. Immediately after his purchasing the Central Branch, 
in November, he purchased the Missouri Pacific road. 

Q. From Commodore Garrison! — A. From Commodore Garrison. 
That immediately seemed' to change his position towards the question 
of consolidation. Having acquired this road from Kansas City to Saint 
Louis, he then turned around and wanted to keep the Kansas Pacific 
and all these other roads, and to use them as a part of his Missouri Pa- 
cific system. The Union Pacific people immediately became very much 
alarmed, because they felt that Mr. Gould, with the Missouri Pacific, 
would come in at once as a strong competitor with them for Colorado 
business, and would be invading their territory in Nebraska and Wyo- 
ming, and would be cutting them to pieces wherever they had any busi- 
ness that would pay him to build a branch to reach it. For that reason 
we were very anxious to bring about the consolidation of the two 
properties and to prevent the Kansas Pacific from drifting out of our 
reach and going in and becoming a part of the Missouri Pacific system. 
The result of that was the agreement which was made in the early part 
of January. 

CONSULTATIONS WITH GOULD. 

Q. Before passing to that agreement, state, if you please, whether 
some of you gentlemen went on to ifew York, and how often. — A. My 
recollection was that we spent a greater part of the time there in De- 
cember and January. 

Q. How many of you ? — A. I tbink Mr. Atkins and Mr. Dexter were 
over there constantly ; and I think Mr. Baker was there too. 

Q. In very frequent, if not constant, consultation with Mr. Gould f — 
A. Yes, sir. 

Q. And urging upon him that you did not desire him to develop his 
Missouri Pacific scheme in connection with the Kansas Pacific against 
your company, but that you desired a consolidation to go into effect 
between the Kansas Pacific and the Union Pacific ? — A. Yes, sir. 

Q. Did you substantially tell him that he had, by his action before 
buying the Missouri Pacific, committed himself to the consolidation ?— 
A. That was the argument. The ground we took with him was that he 
was bound by his previous conversations to give us the preference, and 
to let us take the property if we could agree upon the terms. 

Q. How many interviews of that kind did you have with him f — ^A. 
I could not say ; they were numerous. 

Q. There was a large number! — A. A large number. 

Q. Did he, in those interviews, adhere to his previous figures as to 
the rate at which the Kansas Pacific stock should figure in the consol- 
idation f — A. No, sir ; we modified them. We got him to modify his 
terms. 

Q. When did he consent to that modification as to the Kansas Pacific 
stock ? — A. I think not practically until the day that the thing was 
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dosed at bis bouse iu Janaary ; one evening at his bouse, I thiuk about 
the middle of January. 

Q. The floal coueummatiou, then, was reached at Mr. Gould's bouset 
— A. Yes, sir; one evening. 

Q. During the time of his purchase of the Missouri Pacific, and of 
these negotiations, you knew that Mr. Gould was a dii-ector of the TJuion 
Pacific roadt — A. Yes, sir. 

Q. And that be was » member of its finance or executive coramitteeT 
— A. I thiuk he was ; I do not remember exactly. He resigned, I think, 
previous 

Q. (Interxiosing.) I am comiog to that in a moment. During these 
negotiations, when did the subject of his resigning from tbe board 
first come np, if at allT — A. I do not remember tliat it came up at all. 

Q. You do not-tbink it was a subject of discussion at allt — A. It 
might have been, bat I do not remember. 

Q. During these negotiations and before the consummation of tbem, 
on the 14th of January, was tlie subject of the terms on which these 
branch roads should be included the subject of discussion between 
Mr. Gonld and yourselfl— A. I do not remember the particular discus^ 
sion. It was always understood that they would be put in at cost, at 
which be had paid for them. 
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At what be bad paid for tbem t — A. Yes, sir. 

Q. Have you explained to us, substantially, all that occurred betweeti 
t4>e gentlemen representing these diti'erent interests up to the time that 
tbe paper you refer to was signed at Mr. Gould's house 1 — A. There 
was one other point which I have overlooked, and that was that one of 
the inUueuees which bad a great deal of effect on Mr. Gould as well as 
on ourselves in bringing tbe thing about was the threatening attitude 
of tbe Burlington and Missouri in Kebraska, who were threatening to 
build branches down into this territory lying betweeu the two compa- 
nies, tbe Union Pacific on the north and the Kansas Pacific on the south. 
And we urged it on Mr. Gould to join the properties together, thinking 
that together we could, with his help, make a stronger front towards 
protecting tbe country against the Burlington and Missouri invasion- 
Then there was another point which came up at the time of this agree- 
ment. 

Commissioner Andeebon. I am coming to the titne of the agreement. 
I am inquiring about everything that occurred before the agreement 
was made. 



The Witness. As one of the considerations to that agreement, Mr. 
Gould objected, after having purchased the Missouri Pacific property, 
to putting the Central Branch and the Kansas Central stocks into the 
consolidated company, on the ground that be wanted to keep those out 
for the Missouri Pacific Company. We naturally were very unwilling 
that bo should do that, because it would put him immediately into the 
whole length of the State of Kansas, almost, with a line lying iu between 
our two roads, and give him the power to build branches iu either di- 
rection and cut ua all to pieces as he saw fit. So, to induce him to put 
those into tbe consolidated company, aa had been before understood tb&^ 
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were to be, it was agreed that the lease of the Central Branch and the 
Kansas Central should be made to the Missouri Pacific, by which, al- 
though we retained the ownership, they should have the operation of the 
road and the benefit of any business which would be derived from that 
country for the Missouri Pacific, and we were to have the net earnings 
over and above operating expenses of the Central Branch system and 
the Kansas Central. 

Q. Does that lease not give the Missouri Pacific just the same con- 
trol over the Kansas business as it would have if it owned those two 
roads, the Central Branch and the Kansas Central ? — A. Ko, sir ; it does 
not. 

Q. Why not? — A. In the first place, we held the^ ownership of the 
property so that we would control the building of any branch roads out 
of that property ; and we reserved in the lease the right to terminate 
it by giving a certain amount of notice. I do not remember exactly 
what it was. 

Q. You refer to both leases of the Central Branch and the Kansas 
Central f — A. There never was any lease of the Kansas Central. 

Q. Is there a provision in the lease of the Central Branch by which 
you can terminate it at any time ? — A. There was ; yes, sir. 

Q. Is there now I — A. No, sir. 

Q. When was it abrogated ?— A. I think it was abrogated a year or 
two ago ; a year ago, perhaps. There was a new lease made. 

Q. You have referred to the consummation of the terms of consolida- 
tion as occurring at Mr. Gould's house. Please tell me whether you 
went there by invitation of Mr. Gould. — A. Yes, sir. 

Q. And the other gentlemen? — A. By appointment. ' 

Q. The other gentlemen by like appointment! — A. Yes, sir. 

WHO WEBE PEESENT AT MB. GOULD'S HOUSE. 

Q. Who all were there at that tea party! — A. There was a room full 
of us. I do not remember who. It included Mr. Sage and Mr. Gould 
and Mr. Dillon. 

Q. Judge Dillon !— A. N^o, Mr. Sidney Dillon. Mr. Dexter, Mr. Baker, 
Mr. Akins, and myself. I do not remember who all ; there might have 
been some one else. 

Q. All who were there were interested in the subject? — A. I suppose 
so. 

Q. There were no stranger^ there that you know of! — ^A. No, they 
would naturally be excluded. 

Q. It was a private meeting to discuss a matter of great importance, 
was it not? — A. Certainly. 

Q. As far as you remember, you have stated the names of all the per- 
sons who were there ? — A. Yes, sir. • 

Commissioner Anderson. The names of all those appear affixed to 
the paper January 14, 1880. 

The Witness. Yes, sir ; I think those gentlemen on the part of the 
Union Pacific were all members of the executive committee of the Union 
Pacific. 

Q. At what o'clock did you meet there -, in the evening ? — A. In the 
evening, yes, sir ; after dinner. 

Q. Did all of you dine there ? — A. No, sir. 

Q. Or any of them ? — A. No, sir ; I think not. 

Q. Was the interview a long one? — ^A. I think it was; that is my 
recollection. 
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A PROTRAOTEB DISCUSSION OF TERMS. 
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Q. Was it protracted! — ^A. Yes, sir; I think we staid there until 
midnight, probably. 

' Q. Were the terms discussed different at the beginning from what 
they were at the end; did Mr. Gould ask a higher price at first and 
then finally come downf — A. I could not remember about that at that 
meeting. But I think there was a protracted discussion, and I think 
there undoubtedly was some concession made by Mr. Gould at the time. 

Q. In his statement of the interview he says that you would not allow 
him to go out of the room until he signed a paper. Is that your recol- 
lection of how the thing was conducted I — A. I do not remember any- 
body keeping him in. 

Q. Was the paper that was ultimately signed brought there by any- 
body in your party! — A. No, sir. 

Q. Was it prepared there I — A. I think it was written there. 

Q. Do you remember in whose handwriting it is [showing the paper 
to witness]? — A. That is Mr. Dexter's handwriting. 

Q. Was more than one copy prepared! — A. Not to ray recollection. 

Q. Was it ever made public? — A» No, sir; I think not. 

Q. Was it ever reported, in the form in which it stands, to the board 
of the Union Pacific? — A. I think the result of it was reported to the 
Union Pacific board. 

Q. The result of the arrangement was reported to both boards of 
Union Pacific and the Kansas Pacific? — A. Yea, sir. 

Q. Were you present at that meeting? — A. Yes, sir; I think I was. 

Q. Is your recollection distinct that it was reported to both boards 
or only to the Kansas Pacific? — A. I could not say. 

Commissioner Andebson. I hand you a copy of the minutes of the 
meeting of the Union Pacific Eailway Company on the 24th of January 
and caU your attention to the fact that the subject was not reported to 
that board. 

Thp Witness. I think I am correct in my statement that the result 
of that agreement was reported to that meeting. 

Q. Ton mean the consolidation ? — A. Yes, sir. 

Commissioner Andeeson. But what I mean more especially is the 
terms on which the branch roads were bought from Mr. Gould were not 
reported to the Union Pacific board ? 

The Witness. No, sir ; the articles of consolidation had been drawn 
up in accordance with the agreement there and those were submitted. 

Commissioner Andeeson. In regard to the meeting of the board of 
the Kansas Pacific Company, I show you a copy of those minutes and 
call your attention to the report made there of the transaction. You 
see that the purchase of the branch road is there reported. 

The Witness. Yes, sir; the Kansas Pacific was the only one that 
bought the branch road. 

Q. Do you know why the name of the person from whom those branches 
had been bought was not made to appear in that report ? 

A. No, sir ; I do not. 

WAS AGEEEMENT to buy of me. GOULD THE SAINT JOSEPH AND 

WESTERN MADE PUBLIC? 

Commissioner Andeeson. As a matter of fact it was not disclosed 
by the report made by Mr. Dillon to the company ? 
The Witness. It was perfectly well understood. 
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Q, Amoug yourselves? — A. Among tlie board at that time. 

Q. My inquiry is, what publicity was given to this matter at the time, 
in any way or shape, that this company had agreed to buy the Saint 
Joseph and Western from Mr. Gould at par and at the other prices 
fixed for the stock ; was it made known so that there was no secret 
about it, or was it kept quiet among the directors ? — A. It was a matter 
well known. It was a matter of public knowledge. There was no secret 
made of it at the time. 

Q. Are you aware of any publication by which these terms were made 
public at the time? — A. No, except it was a matter of common noto- 
riety in the street. Every one knew that Mr. Gould had been buying 
these properties. 

Q. I dare say ; but my question is whether every one knew that the 
Kansas Pacific consolidation had bought these same properties from 
^r. Gould and the terms at which they had been purdhased from Mr. 
Gould ? — A. I could not say as to that. There was no attempt made, 
to my knowledge, to keep the thing secret. 

Q. Was there any effort made to make it public that you know f — A. 
Ko, sir 5 no more than on any other action of the board. 

Q. Did you not think that this thing was different from any other 
action of the board ; have you not stated that the understanding was 
up to thetime of this interview, or about that time, that those branches, 
if taken into the consolidation, were to be turned in at cost to Mr. 
Gould? — A. Yes, sir. 

BOUGHT AT 40, SOLD AT PAR. 

Commissioner Anderson. And you know that the cost to Mr. Gould, 
as he has told us, was 40; and you know that they were turned in at 
par, payable in stock. Do you not consider that as a somewhat unusual 
transaction? 

The Witness. Which one was turned in at par? 

Commissioner Anderson. The Saint Joseph and Western bonds, ot 
which there were two lots, one known as the Nebraska and Kansas, and 
the other lot known as the Saint Joseph and Pacific, forming together 
the Saint Joseph and Western. I am only asking why the terms of this 
transaction were not made public at the time. 

The Witness. I do not know anything about that. We were not in 
the habit of publishing the doings of the board at all, neither then nor 
since. 

MR. GOULD resigns. 

Q. You notice by those minutes before you that Mr. Gould's resigna- 
tion was read to the board. Was that resignation a matter of surprise 
to you when you heard it ? — A. I do not remember. Very likely I had 
been told that he had resigned before it was presented to the board. 

Q. Told by whom ?— A. Probably Mr. Dillon. 

Q. Did you know how long before the meeting he had resigned ? — A. 
No, sir. 

Q. Did you know at the time you heard his resignation read, at 1 or 
2 o'clock on the 24th day of January, that he was to become a director 
of the consolidated company within an hour or two ? — A. I probably 
did. 

Q. Can you now tell me what, in your judgment, the motive for that 
resignation was if he was to become a director again immediately after- 
ward ? — A. Without any positive recollection about it, I shocdd say that 
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my impression was that it was done under the advice of coansel at the 
time. 

A Q. Because of the fact that dealings were going on between himself 
'^^nd these companies in securities in which he had a personal interest? — 
A. Yes, sir. 

Q. And the resignation was intended to cover the time at which these 
dealings took place f — A. I suppose, likely. 

Q. Do you know whether that resignation was actually written on 
the 10th of January and handed to Mr. Dillon? — A. No, sir, I do not. 

Q. Do you know whether on the 14th of January, when this arrange- 
ment was made in regard to the terms of purchase, Mr. Gould then in- 
formed you that he had ceased to be a director in these companies f — A. 
No, sir; I do not remember anything about them. 

PKOPBIETY OF THE INDIVIDUALS ACTING IN DUAL CAPACITY. 

Q. During the whole of this discussion at Mr. Gould's house, at which 
these gentlemen were present, was anything at all said in regard to the 
propriety or impropriety of fixing the terms for the sale of the Saint 
Joseph and Western and the other branch roads to the intended con- 
solidated company, arising: out of the fact that not only Mr. Gould, but 
all the other gentlemen whom you have named, were directors of the 
company ! — ^A. No, sir. Our interest in these properties were so small 
that we practically had nothing to say as to the terms on which they 
went in. 

Q. Did it occur to you, as the holder of $100,000 Saint Joseph and 
Western bonds, which had cost you $40,000, that it was not proper for 
you. to unite in the making of an arrangement which would give you 
$100,000 for the same bonds?— A. No, sir. It did not. 

Q. That did not occur to you ? — A. No, sir. At the same time I had 
$4,000,000 of stock of the Union Pacific, and 1 thought it was a great 
deal more important to me, for my Union Pacific stock, to have this 
thing carried out. What small interest I had in the Saint Joseph and 
Western or in the Kansas Pacific Companies cut no figure at all in 
the arrangement. I had $4,000,000 stock of the Union Pacific at this 
time, and a million dollars of the Union Pacific bonds ; and I had 
$180,000 of the stock of the Kansas Pacific, and I had $100,000 of the 
l)onds of the Saint Joseph and Western. 

Q. So that your interest with the Union Pacific largely overbalanced 
the others I— A. I had $280,000 against $5,000,000. 

Q. The object of my question is to ascertain whether this subject as 
to the propriety of acting in a dual capacity was at ali discussed at this 
meeting f— A. No, sir; I do not think it was. 

Commissioner Anderson. It applies very much more largely to Mr. 
Ooold than to yourself or the other gentlemen ? 

' The Witness. The point we take was that our interest in the Union 
Pacific was so large that we felt bound to get these things together on 
the best terms we could get out of Mr. Gould, and that paper was the 
result of what we considered was the best thing we could do with Mr. 
Gould. . 

AGBEEMENT IN MR. DEXTER'S HANDWRITINa. 

Q. Mr. Dexter, you say, wrote out this for you ? — A. Yes, sir ; it is 
in his handwriting. 

Q. It is written on Kansas Pacific Company heading, but it was done 
in Mr. Gould's library or parlors, you say? — A. That, i^my T^^c?^<wiNl\wv* 
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Q. And immediately thereafter the gentlemen in question all signed 
itf — ^A. Yes, sir. 

EXPLANATION OF THE SIGNATURE "B. S.'^ 

Q. I see the first signature, "B. S./Ms a little enigmatical. Will you 
explain it? — A. I think the suggestion was made by Mr. Sage that the 
paper should be signed by initials. 

Q. He took the initiative f — A. He seemed to be the only man to 
have acted on that suggestion. 

Q. Those are Mr. Sage's initials? — A. Probably ; yes, sir. 

Commissioner Anderson. The other gentlemen, as follows: J.Gould, 
Frederick L. Ames, B. H. Baker, F. G. Dexter, Sidney Billon, E. Atkins? 

The Witness. Yes, sir. 

The paper was then read by Commissioner Anderson. It is as follows : 

THE CONSOLIDATION AGREEMENT. 

Kansas Pacific RiHLWAY Compant, 

New YorJCf Jan'y 14, 1880. 

Memo, of terms of agreement for consolidation of Union Pacific with Kansas Pacific 
in which the Denver Pacific, Saint Joe & Western, & Union Pacific, Eastern Divis- 
ion, are included. 

All necessary papers, and any farther agreements to be prepared by Jadge Dillon 
on his return. The Union & Kansas Pacific, with all their respective assets and 
properties and liabilities, are to be put together, at par, of their respective capitals— 
$36,762,300 & $10,000,000, to which is to be added the capital of the Denver Paoific, 
$4,000,000, making the capital of the Union Pacific Railway Co., as the new line shall 
be called, $5 1,762,300. 

The Denver Pacific capital, now an asset of the K. P., to be used after conversion 
into U. P. Railway stock to pay for shares and bonds of St. Joe & Western B. R. & 
St. Joe Bridge, as hereafter stated, & for other purposes. 

The St. Joe & Western R. R. 1st mort. Bonds & stocks to the extent of a coiitroll- 
ing interest in the same to be bought of parties now owning it, at par, for bonds & 
$20 a share for stock — payment to be made in U. P. Railway stock, at par. 

The road to be leased to the U. P. Railway Co. for the interest on 1st mort. bonds, 
or otherwise as may be determined. The Bridge at St. Joseph is to be bought of par- 
ties now owning controlling interest in the bonds & shares of the same, at par, for 
bonds with the shares thrown in, & payment to be made either in shares of U. P. 
Railway, at par, or K. P. con. mort. bonds, at par. 

The Union Pacific, Eastern Division, is to be taken at cost to Mr. Gould, & paid for 
in same securities that he gave, viz, about one-half in K. P. con. mort. bonds, & ode- 
half in new U. P. 6 per cent. Trust bonds, both at par. 

R S 

JAY GOULD. 

FREDK. L. AMES. 

E. H. BAKER. 

F. G. DEXTER. 
SIDNEY DILLON. 
E. ATKINS. 

A MISDESCRIPTION IN THE AGREEMENT. 

Q. What is this reference to the Union Pacific, Eastern Division t— 
A. That is the Central Branch. 

Q. It was the proper name for the Kansas Pacific before it was called 
the Kansas Pacific ; is that not so ? — A. Oh, I beg pardon j that was— 

Commissioner Anderson. That is true. The answer is correct, I 
think. 

Mr. Holmes. It is a misdescription. 

Q. It is the old name of the Kansas Pacific ? — A. Yes, sir j there was 
another name before that. 
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Mr. Holmes. The Leavenworth, Pawnee and Western. 

Q. The point is that it was the old name of the Kansas Paflifle, and 
HI writing this paper the error was made of nsing that name instead of 
using the Union Pacifle, Central Branch. 

Air. HOLMEB. The other way. The Central Braucli Union Pacific. 

»A?JOTHEH EEEOR IN TUB PAPER. 
Commissioner Anderson. There is another error that I may as well 
call yonr attention to, and that is the footing of the inteuded consolida- 
tion appears to be given at $al,«MI,000 inst«ad of * 50,000, 000. It's a 
mere error, and the intention of the parties was that it should be 
*oO,OOO.flOO I 

The Witness. Yea, sir; it should hiive been $60,000,000 instead 
of $S1,000,000. I see by that piii)er that the agreement as to putting 
tbe propeitiea in at cost to Mr. Gould applied more particularly to l(he 
Central Branch, and I see that the rate was fised for the Saint Joseph 
and Western in the agreement. 

Q. Is it not a fact that all of the parties who signed this paper were 
interestedintheboodsof the Saint Joseph and Western at the time they 
signed this papert — A. I do not know, I had no means of knowing. I 
can only answer that for myself. 

Q. You did snbsequently convert your Saint Joseph and Western bonds 
and receive par in the eeeurities here named for them, did you not? — , 
A, Yes, sir; I think I received Union Pacific stock. 

Q, "A nd converted yonr stock of the Saint Joseph and Western at 20, 
as provided for herei — A. Yes, sir; and the bonds at par. 

Q. At the time this agreement was made, what knowledge had yoa of 
tbe extent of Mr. Oould^s holdings t 

The Witness. In whatf 

Commissioner Anderson. In Kansas Pacific stock and Saint Joseph 
pd Western bonds. 

l'3 HOLDINGS IN KANSAS PACIFIC NEARLY DOUBLE THOSE IN 
DHION PACIFIC. 

. I think, as I remember, that he bad nearly double the amount of 
Kansas Pacific stock that he had of tbe Union Pacific stock. I do not 
know that 1 knew as to his holdings in Saint Joseph and W'eatern. 

Q. Did he not disclose how many of these bonds he was going to put 
in under this agreement! — A. He probably did at that time. 

Q. He probably did ^ — A. Ye*, sir. 

Q. Is it yonr recollection that he told you how many bonds he had of 
Saint Joseph and Western? — A. 1 do not remember as to that. I think 
undoubtedly we were told at the time how many bonds he could control. 

Q. Ton mean how many bonds you were going to be required to pay 
for?— A. Yes, sir. 

Q. Yoo knew at the time just what he had paid for these bonds? — 
A. No, sir; I never knew it. 

Q. Did yon not get your bonds trom hiraf — A. I got my bonds from 
bim. 

Q. Did he not tell you that he turned these bonds over to yon at the 
price he had paid for them t — A. No, air. 

Q. He never said thatf — A. No, air; he never told me that. 

Q. Then he reserved that for us. Was that not your belief at the 
time that yon united iuthiit purchase? — A. I did not think he had made 
a great deal of money out of it. 
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Q. You do not thiDk so f — ^A. I knew pretty well what the bonds had 
been selling for for some time in the market. 

Q. Did you not know as to this transaction, when Mr. Gould made it, 
how it wdfs done? Did you know it was done through a number of 
guarantee companies in Xew York? — A. No, sir. 

Q. By companies who held the bonds! — ^A. Ko, sir. 

Q. You never knew about that? — A. I did not know the details. 

Q. Did you not know that those bonds had sold as low as 6 and 7 
cents on the dollar! — A. I knew they had. 

Q. Had you been over the Saint Joseph and Western road! — A. Yes, 
sir ; I believe I had. 

Q. Did you know its financial condition ! — A. I knew it as it was given 
out to the public. 

Q. Did you know Mr. Bond, the receiver, personally! — ^A. Yes, sir. 

Q. Had you and Mr. Bond talked about the road!— A. I do not think 
I Qver had any conversation with Mr. Bond about it at all. I do not 
remember any. 

Q. When was it you went over the road! — A. It was a long time be- 
fore I had anything to do with it. Two or three years before. 

GOULD CONTROLLED KANSAS PACIFIC SECUEITlfcS. 

Q. To go back to Mr. Gould's holdings at the time that paper was 
signed ; you knew that he substantially held a controlling interest of 
the Kansas Pacific securities ! — A. Yes, sir. 

Q. And that he could use that fact for purposes that would be injuri- 
ous to the Union Pacific ! — A. Yes. 

Q. And the other gentlemen who were with you also understood the 
matter in the same way ! — A. Yes, sir ; we all had that feeling — that 
they would be so used, unless we made some arrangement with him. 

Q. How long after that paper was signed did the meeting break up! 

The Witness. At Mr. Gould's house ! 

Commissioner Anderson. Yes. 

A. At once, I think. I think that was the result of the evening's work, 
and we all went home and went to bed. 

Q. You were pretty tired, I suppose ! — A. Pretty tired, probably. 

Q. You thought he might give you a rest. Mr. Dexter kept the paper, 
did he ! — ^A. I am sure I do not remember about that. 

THE PAPER MR. DEXTER WROTE RECENTLY FOUND. ' 

Mr. John F. Dillon. I can tell you. I found that paper among my 
own memoranda, and sent it over to Mr. Dexter to get the history of it. 
It had passed entirely out of my memory. I suppose I must have had 
it before me when I drew the articles, because I see I had the same 
names and the same amounts. 

Commissioner Anderson. You corrected the errors of addition ! 

Mr. John F. Dillon. I probably did. 

Commissioner Anderson. You found it recently among your papers ! 

Mr. John F. Dillon. Yes, sir. 

Commissioner Anderson. Since the examination in New York! 

Mr. John F. Dillon. I had it. I told you I would like to see whether 
I had it. I had forgotten about it. 

Commissioner Anderson. Then Mr. Gould is mistaken in saying that 
he delivered it to Mr. Dexter at this interview ! 

Mr. John F. Dillon. Oh, no ; I think not. I do not think I got it 
of Mr, Gould, but I do not know who I got it of. 
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|r Q. Did anything occur in regard to this matter between the 14tb 
^January and the 2ith of January to alter it in any way I — A. Not that 
I remember. 

Q. Did the Boston gentlemen remain in New York most of this time, 
do you remember f — A. Probably uot. We probably came back to 
Boston. 

Q. Did you have anytliing to do with the preparation of the artio] 
of consolidation t — A. No, sir; not that I remember. 

Q, Did you know that instructions for their preparation were immi 
diatly given, after that paper was signed ^ — A. Yes, sir. 

GumiuissioQer Anderson, I see by the paper that Judge John K 
Dillon was away. 

The Witness. Yes, 

Q, Do you remember how soon he returned! — A. No, sir; 1 do ni 

Q. Yonknowthathe preparetl themi — A. It has always been my ' 
pression and understanding that he prepared them. 

THE SUIT TO RELEASE DENVER PACIFIC STOCK, 

Q. Do you know anything of any events that occurred between thel 
14th of January and the 24th of January relating to the *4,«00,000 
'Denver Pacific stock that are referred to in the paper ! — A. No, sir; I 
do not remember anything. 

Q, You know nothing about the suit of the Kansas Pacific Company 
against the trustees, Sage and Gould 1 — A. I simply remember that 
there was some proceeding brought there to authorize the trustees to 
release that stock to the company. 

Q, Who told you about that suit at that time 1 — A. I think I got it 
either from Mr. Sidney Dillon or Judge Dillon, Probably Mr, Sidney 
Dillon. 

Q. Ton knew the condition of the stock, that it was held by the 
tmstees of the Kansas Pacitic mortgage I — A. Yes, sir. 

Q, And that it could not be used for the purposes stated in the agree- I 
ment of January 14 unless it was extricatedirom that trust? — A. Yea, , J 

Q. Do you recollect what Mr, Sidney Dillon said to you abont that 
suit ? — A, No ; only in a general way, that there was some proceeding 
to be taken to get authority from the court tor the trustees to turn over 
that stock to the railroad company in exchange for some amount of Kan- 
sas Pacific consols which would be agreed upon. 

Q. Did it strike you as singular that such a proceeding as that could 
be initiated, carried through, and completed between the 14th of Janu- 
ary and the 24th of Januaryf — A. I have no experience at all in New 
York courts. I do not know what could be done there, 

Q. We lawyers of New York profess to be rapid. Then you had 
conversation with Mr. Dillon in regard to the rapidity with which those 
proceedings had to be conducted? — ^A. No, sir. 

Q. Did he tell you that he had been a witness in the case? — A. I di 
not remember that he did. 

Q. Do you remember at all his saying that he had sworn that that 
security, even though released from the trust and used for the pur- 
poses intended, could not be made to be worth more than $200,000, or 
(300,000 J — A, No, sir j I do not remember anything about that. 

Q. He told you nothing about that 1 — A. Not that I remember. 

(J. Since the consolidation have you made the subject of the earij- 
s of the Union Pacific Bail way a study J — A. Yes, sir. 
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Q. How closely have you examined them : from year to year or 
from month to month ? — A. I have kept myself familiar with the eam* 
ings from month to month as they were reported. 

APTEENOON SESSION. 

FEEDEBIGK L. AMES, being farther examined, testified as fol- 
lows : 

By Commissioner Andebson : 

Question. Have you prepared a statement showing, after the formation 
of this partnership between the Kansas Paciiic system and the (Jnion 
Pacific system, what amount during the years 1880, 1881, and 1882 these 
two divisions of the road contributed beyond their operating expenses, 
and what was left after each one of these divisions has been charged 
with the amounts required for meeting its fixed charges? — Answer. 
No, sir ; I have not. 

c3ommissioner Andebson. Mr. Mink, I understand you to say, can 
answer those questions better than you can. 

The Witness. Yes, sir. 

POOL AGBEEMENT OF 1878. 

Q. Do you remember the fact that at a meeting held in 1878 an agree- 
ment between the Union Pacific Company, the Colorado Central, the 
Denver Pacific, and the receivers of the Kansas Pacific, dated June 
I, 1878, was reported to the direction of the Kansas Pacific for ap- 
proval? — ^A. Yes, sir; I remember that agreement. It was a pooling 
agreement. 

Q. Do you remember that at the time that agreement was reported 
its provisions were considered to represent fairly what the constituent 
parties would be entitled to receive ? — A. Yes, sir. 

Q. Please tell us what the percentages, as expressed in that agree- 
ment, were. — A. The Union Pacific received 72.858 per cent. 

Q. Of what ? — A. Of the total gross earnings. 

Q. The total gross earnings of the pool? — A. Yes. sir. 

Q. Taking charge of its own fixed charges out of that amount ? — A. 
Yes, sir. The Omaha bridge was to draw 2.776 for its proportion ; the 
Colorado Central was to receive 4.673 per cent. } the Kansas Pacific 
19.693 per cent. 

THE BASIS OF APPOETIONMENT. 

Commissioner Andebson. On the next page I find the basis for this 
apportionment to have been obtained by a statement of the gross earn- 
ings of the respective parties for the preceding year, which are given 
as follows : 

To the Union Pacific |12, 473,203 

For the Omaha bridge 475,203 

For the Denver Pacific 800,000 

For the Kansas Pacific 3,371,301 

Making a total of 17,119,777 

I understand that the proposed pool divisions were based on the 
figures I have just read. 

The Witness. That is the way I understood it at the time. 

Q. The agreement then provides (I will give the substance of it only) 
that if either of the parties to this pooling arrangement shall earn more 
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than the distributive share of gross earnings, as fixed above, it is to re- 
ceive 50 per cent.; or half of such excess, or is to be allowed as compen- 
sation for the cost of transportation of freight, but not to be allowed for 
the transportation of passengers. Do yon remember that f — A. Yes, 
sir. 

Q. Then it provides at the end of the year for the readjustment of 
the percentages by arbitration, and i>rovide0 for the keeping of careful 
accounts of the earnings of each party to the pool ; and by the seventh 
article it provides that the agreement shall continue operative and con- 
trolling for the term of fifty years, andsubject to the United States circuit 
court. Do you remember the fact that that agreement was adopted T — 
A.. Yes, sir. 

THE POOL OPERATIVE UNTIL CONSOLIDATION. 

Q. Did it go into operation f — A. Yes, sir. 

Q* Was it ratified by the circuit court, as far as the receivers were 
concerned f — ^A. I suppose it was ; that was a matter that concerned the 
receivers. 

Q. Did it remain in operation until the cousolidation ?— A. Until 
the consolidation, 1 believe j I think they can give you in the office the 
way that pool worked out for the Union Pacific ; I think we had to pay 
the Kansas Pacific some money, under that arrangement, every month. 

Q. Can Mr. Mink give us that ? — A. Yes, sir 5 Mr. Mink can give you 
that 

Q. Do you remember a proceeding, in October, 1878, when there was 
some allegations that Mr. Yillard had represented too closely certain 
interests, and he was charged with having been partial in the discharge 

of his duties t— A. Ko 5 I do liot remember that. What was that t 

It 

CHARGES AGAINST HENEY VILLARD. 

Q. That has escaped your memory, has it ? It was in the Kansas 
Pacific meeting. The language is that — 

Whereas Henry Villard, the New York receiver, has not been imj)artial in the dis- 
charge of his duties as such receiver, but, ou the contrary, has shown a disposition to 
favor one class of securities at the expense and to the injury of the holders of other 
seoarities, and of the stockholders of this company : * 

Now, therefore, we, the Executive Committee of the Board of Directors of the Kansas 
Pacific Railway Company, deeming it our duty to see that all interests are impartially 
and equaUy protected, do hereby 

B^olvCf That the said Henry Yillard has acted for the best interests of the com- 
pany, and we do hereby ratify and confirm his said action in that behalf. 

Q. Do you remember that fact ? — A. N^o ; I do ncJt remember that. 

Q. Do you reniember the fact that one class of securities did com- 
plain that Mr. Villard had not treated them fairly ? — A. Yes, sir j I re- 
member there was some dissatisfaction. I could not remember now 
what particular class of securities it was that complained. 

Q. He was supposed to represent the German interest, was he not ! — 
A. Yes, sir; he was put in there as the representative of the Dutch- 
men, 

Q. Do you remember that after the Saint Louis people were bought 
out there were certain changes which occurred in the board of direc- 
tion f 

The Witness. By the resignation of some gentlemen 1 

Gommissioner Anderson. By resignation ? 

A I remember that some of them resigned. 

Q. And other people took their places! — ^A. Yes, sir. 

43 P s 
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THE UNION PACIPIO IN CONTROL OP KANSAS PACIFIC. 

Q. (Substantially, the £Ebct was that the Union Pacific went into the 
control of the board I 

The Witness. Yes, sir j I think they were in control before, were 
they not f 

Commissioner Anderson. Yes, sir ; but I mean by holding positions 
on the board, and the Saint Louis people withdrawing from the board. 

The Witness. Yes, sir. 

Q. It appears from the minutes that the directors who then withdrew 
were Messrs. Perry, Meier, Holmes, Oarr, Edgell, Tredway, and Oakes 
Ames, and that Eussell Sage, A. Cammack, G. S. Garland, J. P. Usher, 
G. M. Dodge, James B. Keen^, and J. M. Ham became directors, and 
thereupon Mr. Sidney Dillon was elected president. At that same time 
Mr. Sidney Dillon was president of the Union Pacific I — A. Yes, sir; 
he was. 

Q. Were all of these gentlemen whose names I have read, who were 
then elected in the Kansas Pacific, also directors in the Union Pa- 
cific! — ^A. No, sir. 

Q. Eussell Sage became a director in both companies f — A. Yes, sir; 
he was a director. 

Q. Addison Cammack was a director in both companies?— -A. Yes, 
sir. 

Q. C. S. Garland and J. P. Usher I — A. Ko. 

Q. They were not directors in the Union Pacific ! — ^A. No. 

Q. Was G. M. Dodge ? — A. I think he was at that time. 

Q. And James E. K€ene? — A Yes, sir; he was. 

Q. And Mr. Ham ? — A. He was not. 

Q. But he was treasurer of the cpmpany T — ^A. He was assistant 
treasurer, I think, and assistant secretary. 

GOULD'S LOAN OF $230,000. 

Q. Do you remember a meeting, in July 1879, at which it was agreed 
to make a note to Mr. Jay Gould for $230,372.10, with interest payable 
at 7 i>er cent, per annum ? 

The Witness. For what % 

Commissioner Andebson. With a deposit of Kansas Pacific consols 
as security. 

A. Ko, I do not; but has not that something to do with that trans- 
action of the Vulcan Steel Works where he assumed that debt ? 

Commissioner Andebson. The proceeds to be used for the payment 
of June and December overdue interest coupons. 

The Witness. What collateral was there with them ? 

Commissioner Andebson. $230,000 Kansas Pacific consols. 

The Witness. No, sir j I do not remember that. 

Q. It \vOuld appear that in Jnly, 1879, this company had not suffi- 
ciently recovered from its financial diflBiculties to get along without bor- 
rowing money in this way. Is that your recollection f — ^A. Very likely; 
yes, sir. 

ISSUE OP STOCK TO MEET DEMANDS. 

Q. Do you remember this proceeding of October 10, 1879 : 

Ou motion of Mr. Sage, seconded by Mr. DiUon, the foUowing resolution wasajQaoi- 
nioiiHly adopted: 

Uesolvedy That for the coupons due November 1, 1879, on the consolidated bonds, 
issued iu exchange for other securities of the Kansas Pacific Railway, and for tb«) 
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Denver Pacific Bailway and Telegraph Company, and Denver and Boulder Valley 
EUllway Company bonds, and for the floating debt of the Kansas Pacific Railway 
Company, to holders of said conpons entitled thereto, the stock of the company be 
issaed at par in exchange therefor. 

Do you remember that any proceediug was taken looking to the 
satisfaction of those demands by an issue of stock! — A. I had forgotten 
it. I know we were pretty hard up in those days for money. 

Commissioner Anderson. That was on the 10th of October, 1879 ! 

The Witness. Yes, sir. 

Q. Do you remember the fact that at the time at which you describe 
the company as being pretty hard up its stock was selling at 80 or 
90 ! — A. I think it was ; yes, sir. 

Q. Do you regard that quotation as being the natural judgment of 
the public as to the value of the property, or as being largely the result 
of the accumulation of this stock in a single control, and the eagerness 
of the public to follow in the lead of a man like Mr. Gould f—A. I think 
that probably had a great deal to do with it. 

Q. The latter explanation ! — A. Yes, sir ; as I remember it, at the 
time of the consolidation the Kansas Pacific stock was selling higher 
than the Union Pacific. 

Q. But your judgment is that that would not be a safe guide as to 
the real values of those two properties compared one with the other! — 
A. Probably not. 

STOCK ISSUED TO PAY FIRST COUPONS ON CONSOLIDATED MORTGAGE. 

Q. Do you remember at the meeting of the board on the 24th of Jan- 
uary, after the consolidation had been effected, and the substantial busi- 
ness of that meeting terminated, that Mr. Sage moved that some 6,000 
shares of Kansas Pacific stock, which up to that date had not been 
issued, be issued and applied to the payment of the first coupons on the 
consolidated bonds, and for other indebtedness of the company f — A. 
No, sir ; I do not remember that, but that was very likely done. 

Q. Do you know whether that stock was issued f — ^A. I think it was; 
I think that we issued all the stock that was to make up the full amount 
of $10,000,000 authorized stock. 

Q. But you do not know to what purposes the proceeds of the stock 
were applied ; whether as directed here or whether it simply went into 
the treasury of the company ? — A. No, sir; I could not say ; it is some- 
thing that will be shown by the accounts. 

DENVER AND SOUTH PARK ROAD. 

* 

Q. I understood you to say that you had no personal interest what- 
ever in the Denver and South Park Eailroad Company ? — A. No, sir. 

Q. Did you have anything to do with the construction of that rail- 
road! — A. jSTever. 

Q. Do you remember in September an agreement being reported at a 
meeting at which you were present, under which, in consideration of 
the sale of certain stock to Mr. Jay Gould (that is to say, stock in the 
Construction and Loan Company, which was engaged in building this 
Denver and South Park road), it was agreed that neither Mr. Gould, 
nor the Kansas Pacific Eailway, nor the Union Pacific Eailroad, should 
in any way discriminate against the Denver and South Park Company ? 

The Witness. When was that; September, 1879! 

Oommissiouer Anderson. No ; October 22, 1879 ? 
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A. No, sir ; I do not remember any thing about that. 

Q. Do yoa remember that that Denver and Soath Park road was con- 
strncted after that time, and completed! — A. Yes, sir; I think some 
part of it was built at that time ; I think it was being built. 

Q. You remember that the Union Pacific finally acquired a large in- 
terest in itf — A. Yes, sir; that was some time after the consolidation, 
though. 

Q. But it would appear from this extract from your minutes that yoa 
were informed that Mr. Gould had received portions of that stock under 
a construction contract ! — ^A. Yes, sir. 

Q. Were yon at all familiar with the terms of the purchase by tiie 
company when the company bought its stock in the Denver and South 
Park Company ? — A. I only remember the fact that we bought it in a 
lump ; 1 think we bought some $3,000,000 or more of the stock directly, 
as I understood, from Governor Evans. 

PRICE OF DENVER AND SOUTH PARK STOCK. 

Q. Do you remember the price that was paid for the stock f — ^A. I 
think we paid par for it. 

Q. Was it not above par I — A. I think not. 

Q. Did you familiarize yourself at all with the road at the time of 
the purchase and ascertain what its value was? — ^A. Yes, sir; I had 
been over it a number of times. 

Q. Was there a resolution in the proceedings of the executive com- 
mittee of the Union Pacific Eailway authorizing this purchase f — A. I 
think there must have been; I have never looked to see. 

Q. When was it bought If — ^A. I think in 1881. Was it the summer 
of 1881 ? 

Mr. Mink. I think it was in 1881. 

Q. From whom was it bought ? — A. It was bought from Governor 
Evans. 

Q, Was he the sole seller ? — A. He was the only one that, I think, was 
known in the transaction. I imagine that there was a pooling of all 
the interest in his hands. 

Q. Did you not know, at the time the Union Pacific bought it, that 
Jay Gould was one of the sellers If — A. No, sir; I did not. 

Q. You did not know that he had any interest in the stocks or 
bonds 1 — A. I imagine that he may have had some small interest in it, 
but no large interest in it. 

Q. No special inquiry was made on that subject that you recall!— 
A. Not that I remember. 

HISTORY OF THE DENVER AND SOUTH PARK. , 

! 
I 

Q. Do you know the financial history of that road from that day to ! 
the present 1 — A. Yes, sir. j 

Q. Has it ever earned more than its operating expenses ? — ^A. I think 
it did the first three or four years that we had it, or two or three years. ! 
Alter that it ran behind. ! 

Q. But you say it earned a surplus for one or two years after yoa 
took it ? — A. I think for two years, and possibly three. 

Q. Have you ever been over the road If — A. A great many times. 

Q. Please describe the road ; is it a narrow gauge! — A. It is a nar- 
row gauge road, running from Denver up to Leadville, with a branch 
running over to Gunnison. It is a mountain road j it crosses the sum- 
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mit, I he divide, I think, in three or four places. It think it has the dis- 
tinction of being the highest railroad in the world. There is one place, 
one summit it crosses, that is fourteen thousand and three or four hun- 
dred feet high^ I think. 

Q. Can you form an accurate judgment of what its cost would be for 
construction x)er mile in money and not in bonds ? — A. Well, probably 
a great deal less now than it was at the time it was built. I should 
imagine it probably could be built now for $12,000 or $15,000 a mile. 
Perhaps $15,000. 

Q. Is that not a high estimate for a narrovr-gauge road 1? — A. Kot 
for a road of this character. . It's a road of very heavy grades ; there is 
a great deal of very heavy work on it ; it is a mountain road with some 
considerable tunnel-work and a great many snow-sheds. 

Q. Is there much heavy masonry or bridging, or otherwise ? — A. Yes, 
sir; there is some very heavy bridging and masonry, too; long, heavy 
trestles, and a great deal of rock excavation. 

DECREASE IN TRAFFIC. 

Q. What change has come over its traffic in the last few years T — A. 
The traffic has not only decreased very much in amount, but the rates, 
by competition, have been cut in two. The business has been carried 
probably for a quarter of what it was when we first bought it. 

Q. The Union Pacific Company has recently ceased paying interest on 
these bonds, has it not? — A. On a portion of them ; yes, sir. 

Q. On a portion only ? — A. Yes, sir. 

Q. What portion ? — ^A. That is the first mortgage on the first 150 
miles of the road. Those were the bonds which were outstanding at the 
time we bought the road from Governor Evans. I think there were 
$1,400,000 of them. 

Mr. John F. Dillon. One million eight hundred thousand dollars. 

Q. These bonds which the Union Pacific owned were included in one 
of your collateral trusts, were they not? — A. They were; yes, sir. • 

Q. In the trust on which the New England Trust Company had made 
a loan f — ^A. No ; on which they acted as trustee. 

Q. Who made the loan ? — A. The public, I suppose ; the people who 
had bought the bonds. 

. Q. They acted as trustees for the bonds that had been taken up? — A. 
Yes, sir. 

Q. Was there any objection made by the trustee, or did any question 
arise in regard to that security which it held as a part of its trust ? — A. 
No, sir. 

Q. Was any question raised by them when the Denver and South 
Park represented themselves to be without funds to pay their interest? 

The Witness. By the Trust Company ? 

THE union PACIFIO CEASE PAYING INTEREST ON PART OF DENVER 

AND SOUTH PARK BONDS. 

Commissioner Anderson. Was a report made to your board that they 
were without funds to pay the interest, and did the trustee ask for in- 
structions as to what it should do ? 

A. No, sir } there was a report made to the board that the Denver, 
South Park and Pacific Eailroad Company would not have any funds 
to meet its interest. And then we asked the New England Trust Com- 
pany, trustees under the collateral trust 5 per cent, indenture, to allow 
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US to substitute otber securities, and we withdrew, or arranged to with- 
draw, the South Park bonds from the collateral trust, as we had aright 
to do by the terms of the trust instrument, upon the substitution of 
other bonds for them. 

Q. Certainly. But that was an indication that you did not any longer 
consider these bonds as being the proper security to be held in a trust of 
that character. Is that not so ?— A. Yes, sir. The object of making that 
substitution was that in case of default on these bonds the trustee might 
have been put in a position where he would have been required to call 
upon the Union P3,cific to take up those bonds by money or substitution 
of other bonds, and we preferred to do thatpurselves voluntarily, before 
the question arose with the trustee. 

Q. Your action was then equivalent to a vote of want of confidence 
in these bonds ? — A. Yes, sir; it was liable to that construction. 

Q. I find in your reports that the total issue of bonds on the Denver 
and South Park was $4,725,000, of which the company held $2,797,000, 
and there were afloat — the public held — $1,928,000. On what proportion 
of the bonded indebtedness of this road was it that the Union Pacific 
ceased to pay interest? — ^A. One million eight hundred thousand dol- 
lars of the $1,928,000 that were afloat. 

Q. That is, the underlying first mortgage that was on the property 
when you bought it ? — ^A. Yes, sir ; these first mortgages ^rfe entirely 
independent of. each other. The $1,800,000 is on the first 150 miles 
which we bought, and the other bonds were issued on the extensions of 
the road which we have built since ; and those are all first mortgages, 
too, on that part of the road. 

Q. What proportion of the bonds held by the public are on the 150 
miles ?— A. The whole $1,800,000 that were issued. 

Q. So the Union Pacific Company owns no portion of that $1,800,000! 
— A. i^To, sir ; they owned none of the bonds which were defaulted upon 
on the 1st of May. 

Q. And the Union Pacific Company does continue to pay the interest 
on the bonds, which are a first lien on the extensions, that being in sub- 
stance a payment to itself? — ^A. Ko interest has matured since the de- 
fault of May 1st. The interest on the $1,800,000 in bonds was, 1 think, 
all paid up to that time, or had been previously. 

Q. It has paid the interest on the bonds which are a lien on the ex- 
tension regularly, up to the last day ? — A. Yes, sir. 

Commissioner Anderson. I notice that some portion of the bonds on 
the extension must be held by the public. 

The Witness. I think there are one hundred and some odd thousand 
dollars. 

Q. One hundred and twenty-eight thousand dollars ? — A. I think it 
likely. 

Q. So that the effect of this payment of interest by the Union Pacific 
is that all the payment of interest on its own bonds comes back to i^ 
self? — A. Yes, sir. 

Q. But that the payment of interest on the $128,000 goes to the holders 
of those bonds? — A. Yes, sir. 

Q. Do you know where those bonds are, or who holds them f — A. I 
do not know who holds them now. 

Q. Did you ever know who held them ? — A. Yes, sir. 

Q. Who did hold them? — A. I think they were issued to the Westing- 
house Company for air-brakes that were put upon the South Park equip- 
ment. 
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Q. How long ago did tlie Weatiiigliouse Coiupauy sell them ? — A. I 
do not know that tliey ever sold tbem. 

Q. They may own them now! — A. They may own tliem now. 

Q. What woold tlio object be of paying interest on those bonds at all, 
if the money merely goes baet to the company, excepting that portion 
wbich goes to the Westingboose Company ! — A. I imagine it ia more a 
matter of book-keeping than anything else. 

Q. Is it not a matter of about $7,000 a year if the Company does not 
earn its interest? 

The Witness. That which goes to the Westiiighouse Company? 

OommiBsioner Anderson. Yes, sir. 

A, We had not made any default at all on any of the bonds up to 
that time. We were still paying the interest on the $1,800,000 bonds. 
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Q. What was the object, or the advantage t« the Union Pacific Com* 

tny, in paying the interest on those $1,800,000 bonds if the Denver and 

nth Park did not earn itt — A. It was a matter that was discnssed a 
good deal, whether the amonnt of business which we were able to con- 
trol in Colorado by the ownership and operation of that road did not 
give us a benefit in the long haul we got from Denver more than offset- 
ting the loss which we would make in paying this interest. We were 
paying about $126,000 a year. 

Q. Does it follow, if you ceased to pay interest on the bonds, that 
parties and business people on the line of the roa<l who desire trans- 
portation of articles from the East would not pay their freight on it, and 
that you woold cease to get the benefit of the hanl over your own road f 
What difference woold the payment of interest make t — A. The great 
bnlkofthe business of the South Park road was Leadville business, 
which was controlled by a ikkiI between the South Park Company and 
the Denver and Rio Grande. Of course the interest of the Denver and 
Kio Grande was to take the whole of it if they could, and if we gave 
up the control of the South Park road we would practically turn over 
the whole of the Leadville business to the Denver and Eio Grande, and 
they, at ihattime, were working in connection with the Burlington and 
Missouri Hiver mad and the Atchison, Topeka and Santa F6 line. 
The result wonli! have been that the Union Pacific wonid hav^ been 
left ont entirely. 

Q. If you could not make this road pay nnder'yonr management how 
conid the Denver and Kio Grande road make it pay any better by 
operating it for themselves!— A. Because they would have the whole 
of the business there. 

Commissioner Littler. They had an independent line. 

Q. I understand that ; but if the Denver and South Park operated 
in connection with the Union Pacific, and, receiving its merchandise 
over your road, was unable to make enough money to pay its interest 
on its bonds, then I ask how, by merely doing' its business in connec- 
tion with the Denver and Kio Grande, it conld earn any more money 
than it did before? — A. If the Denver and Rio Grande had the whole 
of the business in their hands to deal with as they pleased they could 
use that business to get concessions or terms out of the roads connect- 
with them at Denver, which would pay them a great deal better 

kU we could make it pay operating it independently. 
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Q. So that, for what might be called ulterior advantages derived out 
of other conuectioDS, it would be worth the while of the Denver and 
Kio Grande to take this road, even though the road itself did not earn 
enough to pay the interest on its bonds! — A. Yes, sir; the Denver 
and Kio Grande could have turned this whole business off the South 
Park road, which was a very much more expensive road to operate than 
their road, on to the Denver and Eio Grande road, and practically have 
done little or no business at all over the South Park line. 

Q. How could the Denver and South Park take this road from you 
if you owned all the bonds on the extension except the trifle that was 
held by the Westinghouse Company ? 

The Witness. How could they take it from us ? 

Commissioner Anderson. How could they take, under the foreclos- 
ure of the $1,800,000, anything but the first 150 miles ? 

A. That is all they could take, probably, when we got the thing 
straightened out; but that 150 miles was the link that connected it 
with our system. 

Q. Please give the exact limits of that 150 miles. — A. It is 150 miles 
running from Denver to the Arkansas River at Bnena Vista. I think 
that substantially covers it. 

THE ^'HIGH LINE.'' 

By Commissioner Littler : 

Q. What is the length of the High Line from Denver to Leadvillet 
You know what is called the " High Line," turning off there at Gomo 
and running over the mountain to Breckenridge f — ^A. I could not give 
you the exact figures. It is about 65 miles. 

Commissioner Littler. My question is how far it is from Leadville 
to Denver by the High Line ? 

Mr. Mink. I think that it is about 150 miles. 

The Witness. There is another line that they call the High Line, by 
the Colorado Central over to Dillon. 

Commissioner Littler. I have not been over that. 

The Witness. Very few have. 

By Commissioner Anderson : 

Q. Then the 150 miles would carry the link that, in your judgment, 
would operate to the advantage to the Bio Grande road and to the 
disadvantage of the Union Pacific? — A. Yes, sir. 

Q. It is that fact that has kept you paying interest during the past 
yearf — A. Yes, sir. 

Q. Is your judgment clear as to the future policy which should be 
pursued f — A. Ko, sir. 

Q. You are in doubt about it f — A. I am in doubt about it. 

Q. I believe I understood you to say that you did not know anything 
about the subject of the stock that Mr. Gould acquired under the Con- 
struction Company, or what his interest was ? — A. No, sir ; I never 
knew 5 on inquiry I find that the Denver, Bouth Park and Pacific Bail- 
road Company has not paid all the interest due on the bonds issued on 
the extensions ; that company has had no funds with which to pay the 
coupons, and the Union Pacific Company has not deemed it wise to sur- 
render its coupons and receive merely a credit for them on book ac- 
count ; my previous answers should, therefore, be modified to this ex- 
tent. 

Q. Do you know of any other of these branch roads on which the 
Union Pacific has been paying interest, and where the roads have not 
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themselves earned tlic interest so paid t — A. N^o, sir ; I do not know of 
any others; this is the only branch road of the Union Pacific where 
the secarities, to any extent, are outside of the Union Pacific treasury. 

UNION PACIFIC PAYS INTEREST ON KANSAS CENTKAL BONDS. 

Q. Take the Kansas Central ; that does not earn its interest, does 
it!— A. Ko. 

Q. AndtheUnionPaciflcstillpaysitf— A. Yes,sir; but I had forgot- 
ten the Kansas Central when I spoke ; there are but $18G,000 of the 
Kansas Central bonds out in the hands of the public, out of $1,348,000 
issued. 

Q. How much has that company run behind in earning its interest ; 
take the gross deficit up to 1886 ! — A. I could not say. 

Q. You have it in the report of 1886, have you not f — A. That bal- 
ance of $867,000 is made up by charging the interest, as I understand 
it, on the bonds which are held by the comT)any to that account. 

Commissioner Anderson. The balance-sheet does declare that the 
amount by which this company has failed to earn the interest on all of 
its bonds, including those in the hands of the Union Pacific Company, 
is $867,000 ? 

The Witness. Yes, sir ; while actually the money paid out is only 
the annual interest of the $186,000. 

Q. What is the object of continuing payment of interest on the bonds 
of the Kansas Central f 

The Witness. On the $186,000 ! 

Commissioner Anderson. On any of their bonds ; is not the only 
effect to pay the holder of $186,000 of bonds interest on his bonds ? — A. 
Yes, sir ; I should say that the reason was that it was thought better 
policy to keep the road in hand than to allow it to go to foreclosure. 

Q. If you hold four-fifths or seven-tenths of the bonds, what danger 
does the Union Pacific Eailway anticipate from a foreclosure ? — A. No 
particular danger, I should imagine. 

Q. Do you know who holds that $186,000 bonds ? — A. No, sir. 

Q. You do not know to whom that interest was paid ? — A. No, sir^ 

Q. Have you ever known ? — A. I have never known. I imagine that 
those bonds were outstanding at the time we purchased the property. 

Q. Do you know of any other of these branches on which the interest 
was being paid, which is not being earned ? — A. The Oregon Short Line, 
I think, fell somewhat short last year. 

Q. In the case of the Oregon Short Line, the company's interest is 
very small in the bonds, is it not? — A. No interest, I think, in the 
bonds. 

Q. The bondjs are substantially in the hands of the public ? — A. Yes, 
sir. 

Q. So that in that case a failure to pay the interest would lead to a 
loss of the road*? — A. That would probably be the result of it. 

POOR PROSPECTS OF KANSAS CENTRAL. 

Q. It is a question of the policy or advantage of that road, as a con- 
nection with the Pacific Ocean, to the Union Pacific ? I mean, it does 
not present the same question as is presented by the last two cases. — A. 
No, in regard to the Kansas Central, I would say that we have always 
been in hopes every year that the road would get on its feet, and show 
better earnings, and that there would be a change there which would 
enable the road to take care of itself. 
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Q. Is there auything to indicate a likelihood that that result is 
comiug, in the financial history of the company, as contained in youi' 
book ? — A. I think if we could keep the other railroads from building 
into that territory, we would very soon bring it about ; but they are 
cutting it all to pieces now with new lines, and the chances look rather 
dubious. 

Q. It never has had a good year's work since you got it, has it? — A. 
No, sir ; when we first bought it we had practically to spend a great 
deal of money upon it in rebuilding the bridges. They had an extraor- 
dinary freshet on it, as I remember, the first summer, that swept away 
all the bridges on the road. We have spent a great deal of money on 
the property, looking towards the widening of the gauge at some future 
time, which has made the net earnings show very much less. 

Q. The Kansas Central is one of the roads that was inherited from 
Mr. Gould on the 14th of January, I believe ? — A. Yes, sir. 

Q. It is mentioned in that paper, is it not !-^A. Yes, sir. 

THE UNION PACIFIC SELLS STOCK TO EXTINGUISH FLOATING DEBT. 

Q. We find that on the 15th of December, 1880, the Union Pacific 
passed a resolution authorizing the company to sell, at its market value, 
the stock of the Union Pacific Eailway Company, which is still the 
property of the company, for the extinction of the company's floating 
debt. During that year your company was paying dividends, and we 
desire you to explain how you reconcile the propriety of declaring 
dividends with the condition of finances which would require the sale 
of stock for the purpose of extinguishing the floating debt. 

Commissioner Littlee. And thereby increasing the liabilities of the 
company. 

A. I do not directly see what connection the two things have with 
each other. The declaration of dividends is made upon the statement 
of the net earnings for the period covered by the dividends. And we 
might very well have earned . the dividend several times over, and at 
the same time have been building roads and borrowing money and using 
our funds for other purposes, in addition to the property, which would 
not interfere with our rights to declare dividends, and pay them. 

Q. Would you limit that explanation to the floating debt actually in- 
ciirred in construction during the same year, and for which you could 
show the /construction as the offset to the issue of stock ; or would it be 
your judgment that, if a company earns in any given year enough to 
declare a dividend, it is proper to declare such dividend without refer- 
ence to the condition of the floating debt, as created by the transactions 
of prior years ? Suppose a company has a floating debt of $10,000,000, 
incurred no matter how, ita the year 1883. It has net earnings, after de- 
ducting operating expenses and fixed charges, which leave a surplus of 
two millions of dollars. In your judgment would it be proper to declare 
a dividend out of that $2,000,000, without regard to the fact that at the 
commencement of the year you had a floating debt of $10,000,000^ — ^A. 
That would depend, I think, entirely on what the floating debt was 
made from, or what was the cause of the floating debt. If the floating 
debt was the result of the expenditure of money to add to the property 
of the concern, for which we received additional roads, and we had that 
property to show for it, to be used to pay for the debt, I do not see any 
objection to paying a dividend if we have earned it. My idea is'that it 
would be improper to pay a dividend where we had not earned the 
money, and had to run in debt to get the money to pay the dividend. 
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PROPRIETY OP DECLARING DIVIDENDS NOTWITHSTANDING A FLOAT- 
ING DEBT EXISTED. 

Q. The theory of the question is that you had earned the money, but 
that, upon prior transactions, you owed it 5 and I understand your ex- 
planation to be that if the floating debt was actually represented by 
property, either in the shape of construction or in the shape of legitimate 
purchases, in that case youjconsider it would be a proper thing to declare 
a dividend out of the earnings T — A. Yes, sir. 

Q. Would it not be usual, if the floating debt had been created in the 
way you have described, to have it form a part of either a construction 
or investment account? — A. That is a matter of book-keeping. 

Q. Is it not more than a matter of bookkeeping? Is it not a fact, 
that when you spend money derived from earnings or otherwise for con- 
struction, that it immediately increases the construction account, and 
it is charged to construction ? — A. I was speaking more particularly 
about, not the construction of the Union Pacific road itself, but money 
that was expended in building branches and extensions outside the 
Union Pacific. 

MONEY EXPENDED IN BUILDING BRANCHES. 

Commissioner Anderson. When you spend money in building 
branches outside of the Union Pacific you receive pay for them in all 
cases, as I understand it, by the stocks and the bonds of the roads con- 
structed f 

The Witness. Yes, sir. 

Q. In such case is not the money that is used and spent in building 
the branch charged to investment account and taken out of your floating 
debt? — A. I do not know how it is charged; in fact, if we borrowed 
the money and had not paid it, it would still remain the floating debt. 

Q. Then is it your judgment that this floating debt referred to when 
you declared this dividend, or during the year when you did declare 
dividends, in December, 1880, did represent actual expenditures for 
property and for value ? — ^A. That is my understanding of it 5 yes, sir. 

Q. And it was not the result of liabilities for temporary indebtedness 
or borrowed money? — A. I do not know that I understand the distinc- 
tion. We borrowed the money to pay for this construction of these 
branch lines, the bonds and stocks representing which went into the 
treasury of the company. The acquisition of those bonds and stocks led 
to the creation of the floating debt. 

Q. Your statement, then, is that for the floating debt there was an 
equivalent of property to show? — A. Yes, sir; I see that in the report 
for 1880 we constructed 279 miles of branch lines, which undoubtedly 
was paid for out of the $10,000,000 which you used for your illustration. 

GOVERNMENT SUIT TO RECOVER MONEY. 

Q. Do you recollect in 1876 that there was a suit pending against this 
company, instituted by the United States, under the bill that was passed 
on the report of the Wilson committee, with the avowed purpose of re- 
covering moneys that were alleged to have been improperly taken from 
the company through the Credit Mobilier? — A. I remember there was 
such a suit ; yes^ sir. 

Q. Do you remember the fate of that suit — what became of it ? — A. I 
do not reirifember exactly. I remember that the suit was decided, as I 
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understood, in favor of the company, or of the stockholders, as against 
the Government. 

Q. Do you remember the names of the prominent people who were 
threatened by that suit ? — A. It included every one who had any inter- 
est in the Union Pacific. 

Q. Do you remember the fact that while that suit was pending mo- 
tions were made in the board of the Union Pacific by Mr. Jay Gould, os- 
tensibly, that the company should itself institute proceedings against 
these same persons, and that Mr. Gould's motion was voted down ! Do 
you recall something of that kind? — A. That 1 do not remember. I was 
not a member of the board until 1877. 

Q. Still you say you were quite familiar with the afi'airs of the com 
pauy ? — A. Yes, sir. 

Q. Do you not remember that it was then arranged through Mr. 
Gould, and on motion, I think, of Mr. Dexter, that a settlement should 
be made with all those people? — A. I remember there was a settlement 
made with all those people. 

Q. What did you hear of that settlement when it was made ? I do 
not mean mere rumors, but by conversation either with Dr. Dexter or 
with any of the parties to the settlement ? 

The Witness. As to what the settlement was ? , 

Commissioner Anderson. Yes. 

UNION PACIFIC AND CREDIT MOBILIER SETTLEMENT. 

A. As I remember the settlement, there were certain claims of these 
people who were the stockholders in the Credit Mobilier. They had 
large claims against the Union Pacific Railroad Company, and these 
people.gave up their stock. On the other hand, there were suits threat- 
ened by Mr. Gould as against these people, in behalf of the railroad 
company, and the result of the arrangement was that these people all 
surrendered their stock to the Union Pacific Railroad, and exchanged 
releases. There was no money paid, as I understand, to any one. 

Q. is it your understanding that the Union Pacific Company released 
to all these people the claims which the United States was then alleg- 
ing in its bill against them, and demanding that they should pay back 
to the Union Pacific Railroad Company? — A. !N"o, sirj my impression 
was that that settlement was made after the decision of the suit. 

Q. That appears not to be so. But the question I ask you is, whether 
your understanding is that these same claims were described in the bill 
as arising out of the Credit Mobilier transactions, and representing a 
large mass of fraudulent payments, whereby many millions of dollars 
were taken away from the Union Pacific Company, and whereby these 
different persons were enriched ; and that in that bill the prayer was 
that those persons should be required to account to the Union Pacific 
Railway Company and refund all amounts improperly taken?— A. Ire- 
member there was such an allegation and such a suit. 

Q. The question I put to you is, whether the release that was obtained 
from the Union Pacific Railroad Company, through this action of Mr. 
Gould and Mr. Dexter, was a release of these very claims ? — A. I think 
it was. 

Q. So that, as you understand matters to-day, if the United States 
should ask the Union Pacific Railway Company to assign such claims 
to it for prosecution it would be unable to do so ? — A. That is my un- 
derstanding of it. 
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^ Q, Is it your personal belief tliat Mr, Goold iutended seriously to 
bring such a suitf — A. I never believed that he did, 
Mr. John P. Dillon. How t 
The Witness. I never believed tbat he did. 

Commissioner Andebson. He did bring a salt, but uottiiiig came uf il 
The Witness. My idea at the time was that it was to bring ab< 
just such a settlement as was accomplished, 

By Gommissioner Littlek : 
I Q. Ton have already stated that on tlie 14th of December, 1879, Mr. 
lould owned a controlling interest intho Kaiisas Pacitir, and be owned 
lie Missouri Pacific. How much did he own iu the Union Pacific t 
Vbat was his holding in the Union Padflc Company I — A. It is my im- 
' ision that it was somewhere between $13,000,000 and $2,500,000. 

meeting at GOULD'S HOUSE ON JANUAEY 14. 

tQ. When you gentlemen met at Mr. Gould's house on tbe l-lth of 
ttunary, and this paper was tbe result of your negotiatiuus tbat night, 
n>uld the directory of the Union Pacific have acceded to the terms con- 
tained in tbat paper if they could bave avoided the transfer of tbe 
Kansas Paoiflc to tbe Missouri Pacibc system, as tbreatened by Mr. 
Gould 1 Would you, as a director, bave consented to those terms? — 
A. I think I should have staid out to try to get better terms, proba- 
bly. But we did not think It was safe to wait. 

Commissioner Andehson. Undoubtedly, from what you have said, 
the directory of tbe Union Pacific were largely controlled, iu the signing 

fbis paper, by reason of Mr. Gould having you cornered in that way. 
be Witness. Yes, sir. 
THE consolidation A "GOOD TEADB." 

Q, I want youc opinion after this length of time as to whether tbat 
transaction was a wise one or not for the Union Pacilic Eailway Com- 
pany. — A. I think it was eminently a wise one. 
Q, You think it has proved to be so? — A. It has proved to be, 
Q, Then you think tbat, notwithstanding Mr, Gould hadyou coruered, 
and compelled you t« do what you did do, it baa resulted beneficially 
^tp the Union Pacific Uailroad t — A. I think it baa resulted in a very 
^Huod trade, indeed, for us, 

^Hq. You would not take it back if you bad a chance 1 — A, So, sir. 

^VQ. You tbiuk this, notwithstanding the large increase in tbe capital 

^^tock of tbe consolidated company, and the large Increase of fixed 

charges following the conaolidation ? — A, Yes, sir: I think so. The 

result of the consolidation was to diminish our fixetl charges per mile 

very considerably, 

tQ. Can you explain how it is tbat the gross as well as the net eam- 
gs of tbe cousolidated system have decreased in the last two or three 
years f — A. In tbe reduction of rates. There has been a very large in- 
crease in tonnage all the time, and the amount of business has increased 
very much. 

Q. Why have you been compelled to reduce your rates under tbe line 
of competition ! — A. Under tbe competition of the roads in the adjoin- 
iug country. 



EEDUCED RATES THE CAUSE OF DEOBEASBD EARNINGS. 



684 U. 8. PACIFIC RAILWAY COMMISSION. 

uDderstood, in favor of the company, or of the stockholders, as against 
the Govern meat. 

Q. Do you remember the names of the ptomiiieut people who were 
threatened by that suitl — A. It included every one who bad any inter- 
est in the Union Pacific. 

Q. Do you remember the fact that while that suit was pending mo- 
tions were made in the board of the Union Pacific by Mr. Jay Gould, oa- 
tenaibly, that the company should itself institute proceedings agaittst 
tliese same persons, and that Mr. Gould's motion was voted downt Do 
you recall something of that kind!— A. That I do not remember. I was 
not a member of the board until 1877. 

Q. Still you say you were quite familiar with the affairs of the com 
pauy 1 — A. Yes, sir. 

Q, Do yon not remember that it was then arranged through Mr. 
Gould, and on motion, 1 think, of Mr. Dexter, that a settlement should 
be made with all those people? — A. I remember there was a settlement 
made with all those people. 

Q. What did yon hear of that settlement when it was made ! I do 
not mean mere rumors, but by conversation either with Dr. Dexter or 
with any of the parties to the settlement ! 

The Witness. As to what the settlement was t 

Commissioner Andebson. Yes. 

UMION PACIFIC AMD CREDIT MOBtLIEE SETTLEMENT. 

A. As I remember the settlement, there were certain claims of these 
people who were the stockholders iu the Credit Mobilier. They had 
large claims against the Union Pacific Railroad Company, and these 
people gave up their stock. On the other hand, tliere were suite threat- 
ened by Mr, Gould as against these people, in behalf of the railroad 
company, and the result of the arrangement was that these people all 
surrendered their stock to the Union Pacific Railroad, and excbangeil 
releases. There was no money paid, as I nnderstaud, to any one. 

Q. 1b it your nnderstandiug that the Union Pacific Company released 
to all these people the claims which the United States was then alleg- 
ing in its bill against them, and demanding that they should pay back 
to the Union Pacific Railroad Oompanyl — A. No, sir; my impression 
was that that settlement was made after the decision of the snlt. 

Q. That appears not to be so. But the qaestion I ask you is, whether 
your understanding is that these same claims were descril>ed In the bill 
as arising out of the Credit Mobilier transactions, and representing 
large mass of fruudulcnt payments, whereby many millioueof ^ ' " 
were taken away from the Duion Pacific Company, and whOf""^" 
different persons were enriched ; and that iu that luU ^'^ " 
that those persons should be required toaccoanttj " ~ 
Bailway Company and refund all amoouta im 
member there was saj" " "' ' " ~ 
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Q. Do you know how much you made as an individual by this con- 
solidation ! I mean on your holdings ? — ^A. 1 do not think I made any- 
thing. 

Commissioner Littler. You are like Mr. Gould 5 you just came out 
even. 

WITNESS' PROFITS FROM THE CONSOLIDATION. 

The Witness. I got $180,000 par value of Kansas Pacific stock, 
which, at the time of the consolidation, stood in the market at a higher 
value than the Union Pacific stock, in which it was converted. 

Q. Considering the fact that you did not give anything for that stock, 
you cleared $1 80,000 somewhere in the deal, did you not If — ^A. I did not 
clear it out of the consolidation. 

Q. You cleared it in the deal, did you not f — ^A. No ; I never sold the 
stock. I have got it yet. 

Commissioner Littler. I guess you held on too long. 

The Witness. I should not wonder. 

MR. aOULD'S PROFITS FROM THE CONSOLIDATION. 

Q. Assuming that Mr. Gould's holdings of stock in the Kansas Pacific 
cost him 6^ cents a share, I wish you would state to this Commission 
his profits growing out of that transaction? — A. I do not know what 
his interest was. 

Commissioner Littler. He had 79,000 shares. 

Commissioner Anderson. That is 40,000 full shares. 

The Witness. What did he pay for it? 

Commissioner Littler. GJ. 

The Witness. What did he sell it for ? 

Commissioner Littler. He turned it into Union Pacific stock at 
par. 

The Witness. They cost him $500,000 at that rate, and if he got 
$4,000,000 he made three and a half millions of dollars. 

The Chairman. Have you any suggestion to offer the Commission ? 

The Witness. No ; I would like to say one thing. The question of 
my exchange of the funding bonds was brought up. I wanted to say 
in regard to those bonds that they were considered at the time that I 
put them in—they drew 10 per cent, interest, and I was asked to ex- 
change them for the consols which drew 6 per cent., and I was unwil- 
ling to put them in because I thought they were worth a great deal 
more than the consols were. They were considered a bond that was 
perfectly good. Finally, in order to let the thing go through, I con- 
sented to put them in with this guarantee that they should be made up 
equal to par at the end of six months. 

Mr. John F. Dillon. I should like to ask a question or two, without 
going into too much detail. 

The Chairman. Certainly. 

NO dividends except from earnings. 

By Mr. John F. Dillon : 

Q. The act of Congress provides, in terms, in this language, applica- 
ble to the old Union Paci fie Company : " No dividend shall hereafter be 
made by the said company but from the actual earnings thereof" State 
whether or not you understand that the Union Pacific Company, after 
the year 1873, made, declared, or paid any dividend that it had not 
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earned. — ^A. KOjSir; it did not. We were always very particular about 
that, because there was a clause in that act which made it for our inter- 
est. 

Q. It made it penal ? — A. It made it penal. 

Q. Take the year in respect to which Mr. Anderson interrogated you, 
namely, 1880., I call your attention to page 4 of the company's report 
of that year, in which it is stated that after the payment of all the oper- 
ating expenses, after the payment of its fixed charges, and after the 
payment of the dividends of that year, there was a surplus remaining 
of $2,656,078.92. 1 now ask you whether you understood in 1880 the 
fact to be that there was a considerable surplus of earnings, after the 
payment of this dividend ! — A. Yes, sir ; I understood it as it was 
shown in the report. 

Q. Andy so far as you know, such was the fact, aud is the fact ? — ^A. 
Yes, sir. , 

Q. Is that general statement true as to the other years in which you 
paid dividends! — A. Equally so as to every dividend that was paid. 

WITNESS' INTEREST IN UNION PACIFIC. 

Q. I think it important here for you to state to this Commissiou, if 
you can with accuracy, just what interest you ha«d in the Kansas Pacific 
Company, and its interest, and what interest you had in the Union Pa- 
cific Company and its securities at the date of its consolidation ! — A. In 
the Union Pacific, January 24, 1 had 38,612 shares of stock. 

Q. Give the par value in money. — A. Three million eight hundred 
and sixty-one thousand two hundred dollars. I had^ $969,000 of the 
Union Pacific bonds ; mostly in sinking-fund bonds. 

Q. Is that all of the Union Pacific securities you had ? — A. That was 
what I had in the Union Pacific. 

Q. Amounting together in par value to what ? — A. Four million eight 
hundred and thirty thousand dollars. 

Mr. John F. Dillon. Now give your interest in the Kansas Pacific. 

witness' interest in KANSAS PACIFIC. 

The Witness. I had $179,600 in Kansas Pacific stock at par. I had 
$635^000 of Kansas Pacific consols, aud $14,000 of Denver extensions. 

Q. Amounting to how much, par value ? — A. Eight hundred and 
twenty-eight thousand six hundred dollars. 

Q. Your total interest, therefore, in Union Pacific was about $4,830,- 
000, against $828,000 in Kansas Pacific, at the date of the cousolida- 
tionf — A. Yes, sir. 

Q. Will you state when and under wliat circumstances you acquired 
your interest in the Kansas Pacific security ? — A. Three hundred and 
eighty-three thousand dollars of the $635,000 of consols I took in ex- 
change for an equal amount of funding bonds. 

Q. Where did you get the funding bonds ? — A. The funding bonds 
were some bonds which we had as collateral for money loaned the 
Kansas Pacific road,* and which we took in settlement of the debt or of 
their notes. We surrendered their notes and took the bonds. 

Q. In what year ?— A. I think in 1878. 

Q. That was a transaction wholly irrespective of any consolidation ? — 
A. Entirely ; nothing was thought or dreamed of, of that kind, at that 
time. 
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Q. Where and when did you get your other interest in Kansas Pacific 
securities ? — A. I think that I bought the bonds in the market. 

Q. How early t When did you buy them t — A. I could not tell with- 
out looking at my books. I think along in 1878 and in 1879; in 1879, 
probably. 

Q. Does this statement include your interest in the SaiQt Joseph and 
Western t— A. No, sir. 

Q. You had how much of the securities of the Saint Joseph and West- 
ern ? — A. I had $100,000 of the first-mortgage bonds and 475 shares. 

Q. You stated 460 before ; which was it t — ^A. Four hundred and 
seventy-five shares of stock. 

Q. When did you acquire that t— A. I got that May 2. 1879. 

Q. It was wholly irrespective of the consolidation. — A. Entirely so; 
long before it was thought of. 

Q. Did you acquire any of these securities with any reference to the 
consolidation which was effected in January, 1880 ? — A. None of them 
at all ; not a dollar. 

Q. Did you, as an individual, purchase or sell any shares or securi- 
ties on the market or in any way make any transaction, with a view to 
profit or otherwise, based upon the fact that a consolidation would or 
might be made ? — A. I never bought a share or sold a share of stock or 
a bond. 

HIS PRESENT INTEREST IN UNION PACIFIC. 

Q. What is your interest now in the IJnion Pacific Company f — A. 
About 40,000 shares. 

Q. You never sold any of your interest ? — A. No, sir. 

Q. You have held it through good report and ill report, have you t — 
A. Yes, sir j and got left. 

Q. How high did the stock go after the consolidation ? — ^A. I think 
it went up to somewheres between 135 and 140. 

Q. When it turned, how low did it go ? — A. It went out of sight. 

Commissioner Anderson. Thirty-nine. 

Mr. John F. Dillon. I want to get it on the record. 

The Witness. Somewheres about 30, 1 think. 

Q. What is it now, about ? — A. About 62, I think. 

Q. How does the interest which you have in the Union Pacific at this 
time compare in amount with the interest which you had in 1880, at the 
date of the consolidation f — A. It is larger. 

Q. You are now one of the largest shareholders, I suppose, in the 
Union Pacific Company 1 — A. I think so. 

THE GOOD FAITH OF THE PARTIES IN FORMING THE CONSOLIDATION. 

Q. As far as I can see, the point of these specific inquiries in regard 
to the consolidation which this Commission is making in obedience to 
some requirements of the act of Congress, seems to be directed to the 
good faith of the parties who, on the part of the Union Pacific, en- 
tered into that arrangement. It appears from your statement, as you 
had only about $800,000 Kansas Pacific securities against $5,000,000 
of Union Pacific securities, that any bad bargain you made would hurt 
yourself. I now want to ask you more particularly as to the good fiaith 
with which, as an individual, you entered into this arrangement, and I 
would like to have you state somewhat in detail the motives and con- 
siderations which actuated you in acceding to this arrangement. — A. I 
do not think that in making this arrangement the fact ever occurred to 
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any of the parties interested in the Union Pacific road, or that it cut 
any figure in influencing their minds, that they had a small interest in 

. the E^ansas Pacific stock, which was the only security which would bo 
affected at all by the consolidation. As I said before, the fact was that 
at that time the Kansas Pacific stock was selling higher in Wall street 
than the Union Pacific stock. We felt at the time that if we allowed 
thta opportunity to go by to put the two properties together and al- 
lowed Mr. Gould to retain the Kansas Pacific and use it in connection 

*with his Missouri Pacific system, it woald, practically, be fatal to our 
interests in the Union Pacific ; that he would be competing with us all 
along on our line, cutting up our local business, and that we should 
have to go to the wall. We all felt it was a matter of life and death to 
the Union Pacific Company to secure this consolidation and to prevent 
the Kansas Pacific from going into and forming a part of the Missouri 
Pacific system. ' 

Q. I will not ask you in detail as to the relative interest of Mr. Baker, 
who also signed this agreement, and of Mr. Dexter and Mr. Atkins and 
Mr. Dillon. As they have been or will be examined, and have spoken 
oi can speak for themselves. I ask, generally, your understanding as 
to their respective interests in the two companies at the date of the con- 
solidation. — A. It was understood at the time that their interests were 
all very small in the Kansas Pacific Company. 

Q. In comparrson with what they had in the Union Pacific ? — A. In 
comparison with what they had in the Union Pacific, and I am sure we 
all worked in the interest of the Union Pacific Company as strongly as 
we could. 

THE MEETING ON JANUARY 14 AT GOULD'S HOUSE. 

Mr. John F. Dillon. When you met, on the evening of the 14th of 
January, at the house of Mr. Gould, there seemed to have been present, 
among the gentlemen who subscribed the agreement, Eassell Sage, Jay 
Gould, yourself, Mr. Baker, Mr. Dexter, Mr. Sidney Dillon, and Mr. At- 
kins. Practically that was a negotiation, as I understand it, between 
Mr. Sage and Mr. Gould on one hand, and the other gentlemen, includ- 
ing yourself, on the other hand 5 the latter as representatives of the 
Union Pacific Company ! 

The Witness. That is the way we understood it at the time. 

Mr. John F. Dillon. You were there face to face, at arm's length, 
each struggling for the assertion of your rights, and to make the best 
bargain you could f 

The Witness. Yes, sir. 

Q. I want io ask you directly whether the fact that you held at that 
time about $800,000 of the securities of the Kansas Pacific Company 
{gainst aly)ut $5,000,000 of the other had any influence in your mind 
or in your judgment in determining you to assent to this arrangement 
embodied in the paper? — A. Not the slightest. Because we all felt that 
wbatetr er happened, if the thing drifted apart, very likely the Kansas 
Pacific securities, both the bonds and the stock, would be worth more to 
as who held them, with Mr. Gould managing the roads as an independ- 
ent system, than possibly they might be if metged into the consolidated 
ccimpiany. 

Q. At that time, as the stock of the Kansas Pacific in the market was 
worth flie most, so far as your interest represented in the stock was con- 
cerned, there was no prospect of profit by convertingoneinto the other! — 
A. ISTo, Sti*. 

44 PB 
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THE SITUATION OP AFFAIKS IN 1880. 

Q. At that time, oamcly, iu January, 1880, thesitaation was this, was 
it not, as yoa understood it aud as you now understand it: That Mr. 
Gould had the control of the Missouri Pacific absolutely in his handst— • 
A. Yes, sir. 

Q. That he had absolute dominion over the Central Branch! — A. 
Yes, sir. 

Q. Also over the Kansas Central f — A. The Kansas Central, I think, 
was included in his purchase of the Missouri Pacific. 

Q. So he states and so it is. He had also the control of the Saint 
Joseph and Western f — ^A. Yes, sir. 

Q. Let us suppose that the other event had happened, namely, that 
you had separated at that meeting and war had come, the Union Pa- 
cific remaining in the hands of yourself and your friends, the Missouri 
Pacific and the Kansas Pacific, the Central Branch, the Saint Joseph 
and Western, and the Kansas Central remaining in the hands of Mr. 
Gould and his friends, the latter being managed with a view to its pos- 
sibilities and to its interest. What did you fear then, and what do yon 
believe now, would have been the result of the failure to agree on some 
plan of nnificatiom and identity of interest with respect to these prop- 
erties ? — A. I believe it would have been very disastrous to the Union 
Pacific. Of course I could not undertake to say what would have hap- 
pened, but what probably would have happened was very unpleasant 
for us to consider at the time. 

POSSIBLE RESULTS IF CONSOLIDATION HAD NOT TAKEN PLACE. 

Q. Let us look at it j suppose the Central branch had been extended 
on the natural line west, it lying between the Union Paciflcon the north 
and the Kansas Pacific on titie south, and running nearly parallel to the 
Kansas Pacific, and in a direct line to Denver ; how would the exten- 
sion of that road have affected the values of the Union Pacific prop- 
erty ? — A. It would have damaged the Union Pacific ver^^ seriously. 
It would have drawn away a great deal of business which we now get, 
and it would have put that whole territory into occupation by Mr. 
Gould, and we should have had to cut onr rates and our income would 
have been very materially impaired. 

Q. On the other hand, there was the Saint Joseph and Western ; how 
would that, in the hands of a rival and hostile interest, able to hold it 
and to push it for what it was worth, have been used injuriously to af- 
fect the values of the Union Pacific property ? — A. It could have been 
used to cover the country that was tributary to the Union Pacific divis- 
ion, and would have drawn t)ff* a great quantity of business which we 
got and carried it down to the Missouri Pacific system, and we should 
have lost it. It would have made a great difference in our earnings* 

THE SAINT JOSEPH AND HASTINGS AS CHECKMATE TO IOWA BOADS. 

Q. Mr. Gould stated in his testimony that one reason which operated 
with him as a motive for acquiring the Saiht Joseph and Western prop- 
erty, and its extension from Bastings to Grand Island, was to enable 
you to have a counter-check on the Iowa roads, so as to have an east- 
em outlet in that way in case they attempted to deprive you of the con- 
structive mileage which they had always theretofore awarded, namely, 
one and one-half or two to one; do you recollect that ? — A. Ye&, sir j 
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all the roads with whom we connected ut Omaha united in what was 
called the Omaha pool, and they were disposed at times to sit down on 
the Union Pacific very hard, and to cut down the allowance which we had 
about constructive i^ileage ; and as a means of protecting ourselves 
against that, andmakingourselvesindepeudent of them, it was thought 
very important that we should have this line, which would give us con- 
nections outside the Iowa pool and make us independent. 

Q. The Union Pacific people (neither you nor any other director) had 
no interest in the acquisition of the Central Branch by Mr. Gould ? — A. 
No, sir ; never. 

Q. You were not interested as a seller, were you ?— A. Not at all. 

Q. Not a cent? — A. No, nor in buying. 

Q. Nor were you interested in the purchase which Mr. Gould made If 
— A. Not a cent in any way. 

Q. He has testified, and I believe it is not now disputed, that he turned 
it over to the consolidated company at just what it cost 5 that is your 
understanding ? — A. Yes, sir. 

Q. I will ask you now, as that is an element here, whether the turn- 
ing over of the Central branch and the Kansas Central to the Union 
Pacific were the terms which Mr. Gould insisted on ? — A. No, sir. 

Q. Or whether they were the terms that the Union Pacific wanted 
made?— A. The Union Pacific insisted on their coming into the trade 
and being covered by the preliminary consolidation agreement. 

AGREEMENTS CONCERNINa KANSAS CENTRAL AND CENTRAL BRANCH. 

Q. In that connection I will ask you what that is [handing paper to 
the witness]. — ^A. This is an agreement for the operation of the Central 
Branch and the Kansas Central. 

. Q. This is an agreement, or purporting to be, between the Kansas 
Central Company, party of the first part, the Central Branch of the 
Union Pacific Eailway Company, party of the second part, and the K is- 
Bouri Pacific Eailway Company, i)arty of the third part. It is dated 
the 6th day of December, 1880, and is signed by the Kansas Central 
Railroad Company, by Sidney Dillon, president ; the Central Branch 
Onion Pacific Company, by Sidney Dillon, president; and by the Mis- 
souri Pacific Eailway Company, by Jay Gould, president. It was not 
reduced to form ? — A. No. This was included in the agreement of Jan- 
uary, 1880. 

Q.*It recites, among other things, that it was understood at the time 
the Union Pacific obtained the control of the parties of the first and 
second parts — that is, of the Kansas Central and the Central Branch — 
that an equitable arrangement between the parties hereto of the gen- 
eral nature embodied in this contract should be made. That, 1 under- 
standy is a teue recital according to your recollection ? — A. Yes, sir. 

CONSTRUCTIVE MILEAaE. 

Q. It provides that it shall be operated in the most economical man- 
ner, and in such manner as to yield to the parties of the first part the 
largest practical amount of revenue. Then follows this clause : 

It is expressly nnderstood by the parties hereto that all the business done by said 
roads of the first and second parties [that is, the Central Branch and the Kansas Cen- 
tral.! and taken from said roads and delivered to the Missonri Pacific, shall be ad- 
josted and settled for on the same basis as the Iowa roads in respect to the local 
i>i]siiie8& of the Union Pacific Railway. 
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What did yon understand that clartse to mfeian I — A. That Mfrsin to give 
118 constructive mileage. 

Q. That is to say, you stipulated for the same advamtage in the way 
of what is very inaptly termed, I think, constructive mileage, tliat you 
got from the Eastern roads on the Union ]Pacific proper t-^A. Ye&, sir. 

Q. Then is contained a provision that it is understood that tbisag^- 
ment may be terminated by either of the parties on six months' notice, 
but if terminated it is also understood and agreed that some other 
equitable arrangement shall be made, and that in any other arrange- 
ment that may be made or contemplated the business from said road 
shall be given to the Missouri Pacific Railway on equitable terms and 
conditions to be agreed upon. How long did this agreement, as re- 
spects the Central Branch, remain in force? — A. Until about a year 
ago. 

NBW LEASE OF CENTRAL BRANCH MADE A TEAE ACfO. 

Q. Then what happened t — A. Then we made a new leasei (I do nirt 
remember the number of years) for the balance of the term of this, I 
think. 

Q. There are no specific terms in there. You made a new lease, 
which appears and is in writing ? — A. Yes, sir ; twenty-five years, I 
think. 

Q. That was done in pursuance Of the original understanding? — A. 
Yes, sir. 

Q. The result of vi^hieh ii^, if I understand it, namely, that the Union 
Pacific gets the net earnings of this road?— A. Yes, sir. 

Q. They own the stock and therefore can control the extensions, and 
prevent its being extended as to invade territory which, if invaded, 
would result in an injury to your other property ? — A. Yes, sir; they 
own about 86 per cent, of the stock. 

Q. It would appear ftom the testimony here that the Kansas Central 
is not operated by the Missouri Pacific. Can you give the reason why ? 
— A. This agreement was made and signed here by Mr. Sidney Dillon, 
as president of the Kansas Pacific; and when the Missouri Pacific un- 
dertook to act upon that, they discovered that Mr. Dillon was not the 
president of the Kansas Central road ; neither did the Union Pacific 
own a controlling interest in the securities. So, naturally, the agree- 
ment, as far as the Kansas Central was concerned, fell through. 

Q. The only effect of which is that, instead of being operated by the 
Missouri Paeific, it is operated as one of the associated or allied lines of 
the Union Pacific system ?— A. Yes, sir. 

Mr. John F. Dillon. I offer that agreement in evidence. 

It is marked " Exhibit Ko. 1, May 25, 1887,'' and is as follows : 

Agreement between the Kansas Central Railroad Company, party of tho first part, 
and the Central Branch of the Union Pacific Railway Company, party of the second 
part, and the Missouri Pacific Railway Company, party of the third part, witness- 
eth: 

Whereas the road of the party of the first part and the road of the party of tho 
second "part connect with the road of the party of the third part j dnd 

Whereas the Union Pacific Railway Company is the beneficial owner and con- 
troller of the party of the first part and the party of the second part ; and 

Whereas it is deemed desirable by the parties in interest to make an arrangement 
BO as to secure the economical operation of the road of the party of the first part, and 
the road of the party of tho second part ; and 

Whereas it was understood at the time tho Union Pacific Railway Company ob- 
' i^ii6d the control of the parties of Ihe first and second parts that an equitable nr- 
iirid^j^iib^iit between the parties hereto of the general nature embodied in this contract 
iMmld be made ; and 
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Whereas it is believed that the arraugemoiii eiubodiod in this coutract, whereby 
the party of the third part will agree to opepate the road of the party of the tirst part 
aud the Voad of the party of the second, will, if properly carried out, result to tbe ad- 
vautage of the parties oonoemed : 

Now, it is hereby agreed by the party of the first part for itself, aud the party of 
the second part for itself, that their res])ective roads may be run and operated by tbo 
party of die third party nntil this agreement is terminated as herein provided. 

The Missouri Pacific Railway Company is to operate the said roads during the con- 
tinoance of this agreement in the most economical manner practicable, and in such 
manner as shall yield to the party of the first part aud the party of the second part 
the largest practicable amount of revenue. 

It is expressly understood by the parties hereto that all the business done by said 
roads of the $iwb aud second parties, and taken from said roads, and delivered to the 
V Missouri Pacific, shall be adjusted and settled for on the same basis as the Iowa roads 
in respect to the local business of the Union Pacific Bailway. 

It is understood that the purpose of this agreement is to secure the harmonious 
and beneficial operation and use of the said roads in the interest of all the parties 
concerned. The said party of the third part is not to operate the said road of the 
first and second parties to their detriment, or that of the Union Pacific Hallway 
Company, but fairly and equitably to all parties concerned. AH business taken from 
the said road^ that would be competitive business, if this agreement were not made, 
shall be pooled wherever practicable. 

It is understood that this agreement may be terminiited by either of the parties 
oil six months' notice, but if terminated it is also understood aud agreed that some 
other equitable arrangement shall be made, and that in any other arrangement that 
may be made or contemplated, the business from said roads shall be given to the 
Missouri Pacific Pacific Railway on equitable terms and conditions to be agreed upon. 

It is hereby expressly agreed that any dispute that may arise under this agree- 
ment shall be referred to the president of the party of the third part and to the presi- 
dent of t^e Union Pacific Railway Company for settlement. 

The said party of the third part hereby agrees to pay over respectively to the 
X>arties of the first and second parts all the net earnings of their respective roads, 
and to render to them respectively regular monthly accounts of the earnings and ex- 
penses. 

Ill witness whereof the said parties have executed this contract this Gth day of 
December^ 1880. 

ICansas Central Railroad Company, 

By SIDNEY DILLON, President, 

Central Branch Union Pacific Railroad Company, 
[8*1AL.] By SIDNEY DILLON, President 

Attest: 

A. H. Calef, Assistant Secretary, 

The Missouri Pacific Railway Company, 
[SEAL.] By JAY GOULD, President. 

A. H. Calef, Secretary. 

DIREOXOQ SINCE MARCH, 1887. 

Q. How long have you been a director in the Uniou Pacific 1 — A. 
Since March, 1877 j ten years. 

Q. Criving how much attention to its general affairs? — A. I have 
given a gocnl deal of attention to them. I am in and out here every 
day, and keep myself posted. 

Q. Are ypn in the habit of going over the road every year f — A. Yes, 
sir. 

Q. How long have you been a member of the executive committee t — 
A. Since I have been a director, ten years. 

METHOD OF ACQUIRINa BRANCH LINES. 

Q. During the ten years it appears from the facts already before the 
Commission that nearly all the branch and associated lines of this sys- 
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tern have been acquired. 1 wish you to state the manner — I do not want 
you to go into detail, but I want to show, if I can, the good faith and 
integrity of the management of the company — in which these brfinches 
and additional lines have been acquired. — A. All the branch lines of 
the Union Pacific road, with the exception of the Oregon Short Line, 
have been built by the company for cash, and all the securities, both 
stock and bonds, that have ever been issued on them, have gone into 
the treasury of the company. 

NO IMPROPER PROFITS TO DIRECTORS OR OFFICERS. 

Q. During the period of your connection with the company as a di- 
rector and as a member of its executive committee,*and as one fully cog- 
nizant of its affairs, I want to ask you, in the broadest possible manner, 
whether you ever made any personal profit, or whether any other mem- 
ber of the board of direction or other officer of the company, within 
your knowledge, has been interested in any contract for the purchase 
of materials or the building or extension of roads or acquiring of the 
securities by which these roads have been added to the system ? — A. As 
far as I am concerned I would say that I have never made a cent out of 
the construction of any branch of the Union Pacific road, and I never 
had any interest in any concern or company that made any money out 
of them in any way, and I do not believe or know of any director or offi- 
cer of the company who has ever done so. 

Q. Has it, on the other hand, rather been your pride since your con- 
nection with the company to keep it in all respects clean and beyond 
unfair criticism t 

Commissioner Littler. Do you not think your interrogatories are a 
little leading I 

The Witness. I think so. 

Mr. John P. Dillon. That is not any objection with a fair witness. 
I want that question to go on the record. I do not see any point to this 
investigation on this subject, except as intended to impeach these gen- 
tlemen. 

A. We have always prided ourselves on it. We have never allowed 
any one to have an opportunity to make any money out of the com- 
l^any. We have tried, as far as we could, to keep its record clean, and 
we believe it is clean. 

THE SOUTH PARK ROAD. 

Q. A word or two about the South Park road. Do you recollect the 
purchase of that road and the investment of the company in other se- 
curities, being specifically submitted to the shareholders of your com- 
])any, and if so, what action did they take thereon ? — A. My recollection 
is that at one of the stockholders' meetings a list of those securities was 
submitted, or the transactions resulting in the purchase of those securi- 
ties was submitted and a vote of the stockholders was had ratifying and 
approving it. 

Mr. John P. Dillon. I will ask you to have the vote you refer to an- 
nexed to your answer as a part of your testimony. 

The Chairman. There is no objection to that. 

It is as follows : 
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EXTRACT FROM MINUTES OF MARCH 7, 1883. 

K&tract from the records of the proceediugH of the stookholders of the Union Pacific 
Railway Company at their meeting held at the office of the company, No. 195 Broad- 
way, New York, on March 7, 1883. 

No. 2. Whereas investments of the earuiugs and moans of this company have 
heretofore been made from time to time in the stocks and bonds of other companies, 
as follows : 

Statement of 8tock8 and bonds owned by the Union Facifio Railway Company, held in the 

consolidated mortgage trusty December 31, 1882. 



Jimotion City and Fort Kearney Railway Company. 
Golden, Boalder and Cariboa Kailroad Company — 

Solomon Bidlroad Company 

Denver and Bonlder Valley Railroad Company 

Lawrence Mid Emporia Railroad Company 

Salina and Soaihwostem Railroad Company 

National Land Company 



Totals 



Stocks. 



$720, 000 

60,000 

1, 000, 500 



04.800 



1,875,300 



Bonds. 



$970,000 
60,000 
575, 000 
546,000 
465,000 
540,000 



3, 156, 000 



Statement of stocks and bonds owned by the Union Pacific Railway Company, December 

31, 1882. 



Omaha, Niobrara and Black Hills Railroad Company 

Omitha and Republican Valley Railroad Company 

Harysville and Bine Valley Railroad Company 

Echo and Park Citr^ Railway Company 

Utah and Northern Railway Company 

Colorado Central Railroad Company 

Colorado Central Railroad Company of Wyoming Territory — 

Lawrence and Emporia Railroad Company 

Salhia and Sonthwestem Railroad Company 

Saint Joseph Bridee Building Company 

Central Branch Union Pacific Railroad Company 

Atchison. Cplorado and Pacific Railroad Company 

E!ansas uim tral Railroad Compan y 

UtahandNevada Railroad Company 

Manhattan, Alma and Bnrlingame Railroad Company 

Nevada Central Railway Company 

Denver, South Park and Pacific Railroad Company 

Wasatch and Jordan Valley Railroad Company 

Manhattan and Blue Valley Railroad Company 

Saint Joseph and Western Railway Company 

Saint Joseph and Pacific Railroad Company, first mortgage — 

Kasisas and Nebraska Railroad Company, first mortgage 

TTftimftn and Nebraska Railroad Company second mortgage 

Saint Joseph and Denver City Railroad, receivers' certificates. 

Hastings and Grand Island Railroad Company 

Utah Central Railway Compan jr 

Utah Southern Rail road Extension 

Saint Louis, Council Bluffs and Omaha Railroad Company 

Denver, Western and Pacific Railroad Company 

Loveland Pass Mining and Railroad Tannel Company 

Salt Lake and Western Railroad Com pany 

Grays Peak, Snake River and Leadsville Kailroad Company 

Colorado Western Railroad Company 



Totals 



Stocks. 



$977,000 

926,900 

64,000 

480, 000 

4,816.400 

6, 229, 000 
130,000 
465, 000 
231, 700 
500, 000 
858, 700 
15i),000 

1,313,400 
438,500 
400, 000 
959, 500 

5, 192, 500 



00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
OO 
00 
00 
00 
00 
00 
00 



44,341 
1,536,200 



08 
00 



1. 886, 900 00 



762,^ 

4,400 

1,080,000 

6,000 

9,100 



00 
00 
00 
00 
00 



29,462,041 98 



Bonds. 



$977, 000 00 

1, 851, 000 00 

128, 000 00 

480, 000 00 

4, 968, 000 00 

4, 697, 000 00 



784, 000 00 



508, 000 00 
1, 162, 000 00 



339, 000 Oo 

250, 000 00 

1, 489, 000 00 

10, 000 00 



1, 303, 369 00 

1, 114, 661 40 

24, 700 00 

113.000 00 

375, 000 00 



982, 000 00 

19, 500 00 

694, 000 00 

400, 000 00 

1, 080, 000 00 



23,749,230 40 
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Statement of miaeellaneQu^ ftocks aM Ifonda Qwne4 hy the Union Peuafio Bailway Compajiji 

December 31, 1882. 



Elk Township, Cload County, Kaneas, bonds 

Lawrence Township, Oload Coanty, Kansas, bonds 

Lincoln Township, OlondCoanty, Kansas, bonds 

Clyde City, Cload Coanty, Kansas, bonds 

McPherson Township, McPherson Connty, bonds 

MoPherson City, McPherson Coanty, bonds 

National MininfE and Indnstrial Association, Colorado 

Occidental and Oriental Steamship Company 

Kansas Central Elevator Company 

Union Depot Comi>any, Kansas City 

Saint Joseph XJnion Depot Company 

Kansas Carbon Company 1 

Welch Coal Mining Company 

Topeka Iron Company 

Denver and Soath Park Railroad Constraction and Land Company 

Bakerville and Leadville Toll Road Company 

National Land Company 

Saint Loois and Mississippi Valley Transportation Company 

Union Elevator Company, Omaha 

Other small investments 



Totals 



Stpclu. 



$150,000 

25,000 

1,000 

1,000 

250,000 

100,000 

55,000 

12,000 

32,000 

9.500 

100.000 

76,500 

1(^900 



822,300 



Bonds. 



$U,e5e 

1^200 

80» 

5,000 

2,000 

10,000 



56,550 



Statement of stocka and bonds of the company owned by the Union Pacijio Bailway Com- 
pany, Decemb^ 31, 1882. 





Stocks. 


Bonds. 


Union Pacific Kail road Company, Omaha bridse bonds 




$5,000 
1,882,000 


Kansas Pacific Kailroad Company consolidated morteracre bonds 




Union Pacific Railwav Company stock 


$50 

159,600 

200 

300 


Union Pacific Rnilrosd Comi>any stock ,....-,. r^.^.^r........ 




Kan(|A<l pRfiifift "Railway Company stnnk 1 




Denver Pacific and Teiesraph Company stock 








Totals 


100,150 


1,897,000 





Now, therefore, resolved, that the stockholders sanction and approve each of the 
said Investments, and the policy and purpose of the directors and executive officers 
of the company in making the same ; and the said investments, and each of the same, 
are herehy ratified and confirmed as the lawful corporate act of said compliny. 

WHEN UNION PACIFIC ACQUIRED THE SOUTH PABK BOAD. 

Q. There seems to have been a little uaoertaioty in your mind as to 
when the South Park road was acquired. I read from the Beport of the 
Union Pacific Company for 1884, at page 30, in which it states that the 
South Park Company came into the control of the Union Pacific^Oom- 
pany January, 1881, by the purchase of stock, and that it completed 
the line. Your memory thus being refreshed, what would you say as 
to the time when the South Park road was acquired j was it in 1881 or 
before?— A. In 1881. 

Mr. John F. Dillon. It says it came into its opntrol January, 1881. 

The Witness. It was my impression that we took it in 1881. 

Mr. John F. J)illqn. It must have been before, for it says that you 
came into the control of it in January, 1881. Would it not be in 1880, 
rather than 1881, if this statement is right; did you acquire the control 
of it January 1,1881? 

The Witness. Well, I do not know. I should have supposed, natu- 
rally, yiat we would not have come into the control of it until we had 
purchased the stock. 
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Q. In 1880 it is reported that there were 1G2 miles operated, and iii 
1881, December 31 , 213 miles; who made the extension there, as you 
understand it? — ^A. The Union Pacific Company. At the time we took 
the road there was a large amount of construction under way. The 
road over to Gunnison was under construction, and I think some part 
of it, perhaps, had been completed, so that it was being operated. 

Q. Do you recollect the amount of stock on the road at the time you 
purchased itt — A. I think it was a little over $3,000,000 of stock. 

Q. The official report is that in the year 1880 the South Park road 
earned net $996,000 ; was it your understanding at the time you made 
this purchase that it was a large dividend-earning property f — A. Yes, 
sir. 

BEinrEB AND BIO GRANDE'S OFFER TO BUY SOUTH PARK BOAD. 

Q. And was not that the fact? — A. Yes, sir; at the time we bought 
it we considered it was going to be a very profitable piece of property. 
I would say here that immediately after we made the purchase the 
Denver and Bio Grande people came to us — General Palmer, who was 
then pianagiag it— and offered us $500,000 bonus. 

Commissioner Andebson. We heard it was $50,000. 

The Witness. Five hundred thousand dollars; it was not $50,000. 

Commissioner Littleb. Who made the offer t 

The Witness. General Palmer came to me in Kew York one day and 
said if I would get our people to surrender and give us that trade, he 
would reimburse us for all we had paid and give us $500,000 bonus. 

Q. Who was General Palmer? — A. He was the president and man- 
ager <^ the Denver and Eio Grande Railroad. 

Q. He was a power in the Denver and Rio Grande ? — A. Yes, sir. 

Q. Dp you know anything about the negotiation which he had carried 
ou with Governor Evans for the purchase of this road in behalf of the 
Bio Grande? — A. Yes, sir; I know at the time that the purchase was 
mad^ by |iir. Gould from Governor Ev^ns that Governor Evans repre- 
sented that Palioer was making him large offers for the property, as he 
was veiy anxious to get control of it. Governor Evan^ and General 
Palmer were 9^ swojrds' points personally. They had had a very bitter 
personal quarrel, and be told them that he preferred to give Mr. Gould 
the preference. 

Q, Did this purchase of the South Park property have the sanction 
of your own judgment, when it was made? — A. It did, at the time; 
yes, sir. 

Q. Was the fact, if fact it be, that Mr. Gould had some interest in the 
Soath Park securities, any element that controlled the result ? — ^A. iN^one 
at all. I do not think it was ever considered in the trade. 

Q« What did you say to this offer of an advance of half a million del- 
lam on what you had given for the read ! Did you accept itf — A. That 
only-confirmed our judgment that we had got a very good trade. 

Q. Bo far as you know, that transaction was one of entire good faith 
on Hyb part of the Union Paciflc directors ? — A. Entirely in good faith. 

Q. Aid it was made in the interest of their property f — A. Made in 
what we believed at that time to be the interest of the whole property. 

Q. What changed the fortunes of that road I 

Oommissioner Littler. He has gone over that. 

Mr. John F. Dillon. Well, I want to ask him that. 

Commissions Andebson. The lapse of the mineral interests there. 

Hhe Witness. The collapse of Colorado, I think. 
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• • Mr. John F. Dillon. I wanted to show the good faith of these men, 
which has been inquired into. That is all, I believe. 

RELATIONS OF CENTRAL PACIFIC AND UNION PACIFIC. 

By Commissioner Anderson : 

Q. Have you much information on the subject of the relations btetween 
the Central Pacific road and this road t — A. Ko, sir : only in a general 
waj^ That is a matter that comes entirely in the charge of the traffic 
department at Omaha. 

Q. Have you any information to give as to what may happen, in your 
judgment, in case the Central Pacific people so manage their road an to 
divert all its traffic to the Southern Pacific system, and as to what the 
Union Pacific would have to do in order to preserve its direct outlet to 
San Francisco over the Central Pacific I — A. I do not know. They 
would either have to buy the Central Pacific or builda line of their own 
if they thought the business was worth it. 

Q. Has the subject received any special consideration from your board 
or yourself? — A. Yes, sir; it has been a matter of consultation and 
discussion a great many times. 

Q. Who, in your board, has given most attention to that matter? — 
A. Well, I think, perhaps Mr. Adams has. 

DIVERSIONS BY CENTRAL PACIFIC TO SOUTHERN PACIFIC. 

Q. It is your opinion that the management of the Central Pacific is, 
in fact, diverting what would naturally be your traffic to the Southern 
system ? — A. Yes ; we be believe so. 

Q. To an extent that imperils the maintenance of the Central Pacific 
as an operative road ? — A. I could not say as to that. The value of 
that transcontinental business has grown to be so small, at such low 
and rates, from competition, tliat it is a matter that has cut a very small 
figurein the earnings capacity our transcontinental road. 

Q. Its main feature is that it affects you not by threat of discontinu- 
ance of that road, but by decreasing the through business that you 
would naturally be able to do if they sent none over the southern roadt — 
* A. Certainly. 

THE PACIFIC MAIL SUBSIDY.^ 

Q. Do you know anything about the Pacific Mail subsidy t — A. There 
is none, is there? 

Q. We are not in vestigating simply as of to day. Do you know any- 
thing about it 1 — A. I knew about it at the time it was being paid. 

Q. Is it a subject that you have given attention to t — ^A. Yes, sir. 

Q. So that you are able to explain to us what difference in the earn- 
ings of the Union Pacific resulted from the payment of the subsidy t — 
A. I do not think I can give you any figure ; only a general impression 
that I have that the money which we paid to them was a great deal 
more than was returned to us by the increased earnings which we were 
able to make. 

Q. That is your judgment? — A. Yes, sir. 

Q. But it is not based on any examination of figures? — A. I think 
there have been some statements made. 

Q. I mean an examination made by you personally ? — A. Ko, sir. 

Mr. John F. Dillon. I would like to have Mr. Ames, when he is pre- 
pared to do so, submit his judgment as to the wise and proper and just 
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course which should bo pursued iu the future relations between the 
Goverument and the company. I will ask to have him state that here 
after if he forms any definite notions on that subject. 

Commissioner Anderson. I suggest that the proper way to state 
that would be in writing. It is a formal matter, and it would be a great 
deal better to have it in writing. 

Mr. John F. Dillon. The witness may then state that iu writing. 

Commissioner Anderson. Yes, sir. 

Mr. John F. Dillon. AU the directors are here and would like to be 
examined. 

The Chairman. We will finish with the directors to-morrow. 

By the Chairman : 

Q. I want to ask you one question. How did you acquire your in'- 
terest in the Union Pacific ? — A. Largely by inheritance. 

Q. From whom? — A. From my father. 

Q. What was his name? — A. Oliver Ames. 

The Chairman. We are obliged to vou. Have you anything more 
to suggest ? 

The Witness. Oh, no ; but I am at your service. 

FRED'K L. AMES. 

The Commission then adjourned to Thursday, May 26, 1887, at 11 a. m. 



Eqihtable Building, Boston, Mass., 

Thursday^ May 26, 1887. 

The Commission met pursuant to adjournment, all the Commissioners 
being present. 

P. GOEDON DEXTER, being duly sworn and examined, testified as 
follows : 

By Commissioner Andebson : 

Question. You are to-day one of the directors of the Union Pacific t — 
Answer. I am. 

DIRECTOR FOR TWENTY YEARS. 

. Q. How long have you been such director ? — A. About twenty years, 
at different times: not entirely consecutive. 

Q. Yon have always been familiar with its affairs ? — A. More or less. 

Q* You heard the testimony of Mr. Ames yesterday, I believe ? — A. I 
did ; the whole of it. 

Q. In regard to the relations existing between the Kansas Pacific aud 
the Union Pacific prior to 1877 and during a part of 1877, you heard 
Mr. Ames's testimony, and 1 ask yon whether that is also your view of 
the situation, or whether you desire to add anything to what he said? — 
A. 1 do not remember that special date, 1877. What was that If 

Commissioner Anderson. It was prior to the attempt to unite the 
I^nsas Pacific and Union Pacific managements. 

The Witness. That was throe years later, was it not? 

HOSTILE RELATIONS OF KANSAS PRCIFIC AND UNION PACIFIC PRIOR 

TO POOL. 

Q. No; it was May, 1878. Probably it will take less time to ask you 
the question : Before the pooling agreement of 1878, between the years 
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1873 or 1874 and 1878, wha-t were the r<eliiMbious exiajbing beti^eeii th^ 
Kansas Pacific people and the Union Pajcifle t— A. I dp aot think I 
heard Mr. Ames's testimony about that. 

Q. I ask you whether they were hostile ?— A. Hostile, of cour^. 

Q. And competing for eoutrol and for prorating and advantage 
against each other ? — A. Yes, sir; certainly. 

Q. What, generally, down to the year 1878, w^as the fiuaueial condi- 
tion of the Kansas Pacific ? — A. Very bad, I believe. 

Q. You heard Mr. Ames's testimony as to that ? — A, Yes, sir. 

Q. And that is your own view, substantially ? — A. Yes, sir. 

THE POOL OF 1878. 

Q. To come right down to the pooling agreement of April, 1S78, 
please look at the agreement, and state whether you are one of tbe 
parties named in it. I believe you were not a party to the pooling 
agreement. — A. I think not. 

Q. Did you have any interest in it through any other name f — A. No. 

Q. Do you know anything of the management of that pool I — A. No, 
sir } 1 was not familiar with that at all. 

WITNESS' INTEREST IN KANSAS PACIFIC. 

Q. Please tell me what, in October, 1879, were the interests which yoja 
held in the Kansas Pacific or any of its securities. — A. In April, 1879, 
I had a^ inteirest of $25,000 in the purchase made of $70,000 Kansas 
Paeific cons<^ } $10,000 Denver extension bonds, and 2,514 shares of 
Kansas Pacific Bailway stock. I had five-fourteenths of that. 

Q. From whom was that stock obtained? — A. 1 do not kiiow. Uyrs^ 
a purchase made by three gentlemen here, and I took five-fourteentbs 
interest. I do not know how it came about. 

Q. Who were the three gentlemen? — A. Mr. Elisha Atkins and Mr. 
John R. Brewer. 

Q. And yourself? — A. I had five-fourteenths. 

Q. Have you the price which that stock cost? — A. I put my five- 
fourteenths down as costing $25,000. It was $70,000, apparently. 

Q. Seventy thousand dollars for the whole purchase for the three?— 
A. Yes, sir. 

Q. Do you mean 2,514 full shares, or shares as they were?-r-A. Shares 
as they were; half shares. 

Q. The stock cost you about $20 a share, then, or it cost you 20 per 
cent., I should say?— A. It depends on what you put the bonds at. 

Q. If the stock was worth $50, and you had 2,500 shares, is ^ot 20 
per cent, correct about the cost of the stock to you? — A. Altogether, 
the bonds ^.nd all. There were $70,000 Kansas Pacific conscds, $10,DOO 
Denver extensions, and 2,514 shares. 

Q. The stock and bonds were all purchased together?— A. This was 
all purchased together. 

Q. Do I understand that your five-fourteenths of the stock and bonds 
cost $25,000?— A. They all cost $25,000. 

Q. You cannot ascertain the amount paid for the stock without sepa- 
rating the cost of the bonds ? — A. Ko, sir. 

Q. Who conducted that purchase?— A. My talk was with Mr. Atkins. 

Q. I mean who effected the purchase? You say you do not know 
from whom the purchase was made. — A. There is no memoriaBduBi ou 
my books a^ all, and I do not know. I talked with Mr. Atkins eiM^ 
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it, to bajr this, aind I do not remember from whom we bought it. He 
aiKl I cbnsulted together, and whether we bought it from one or another 
1 do not know. Perhaps he may know. 

Q. Do your books not show from whom the purchase was made? — A. 
No; it was put in the bank together, and the books do not show. 

Q. Was your. payment made by one check? — A. We borrowed the 
money; these w6re pledged there; we gave a joint note. 

Q. The money must have been paid to the person who held these se- 
curities before yon got them? — A. Yes, sir; that I did not conduct; 
Mr. Atkins did. 

Q. Mr. Atkins made the payment to the seller? — A. Yes, sir; I do 
not know about that, but that is my remembrance. 

Q. And his ffleffiory or his check will tell us who it was? — A. Yes, 
sir. 

Q. Did you keep this 2,814 shares of 6tock down to the date of the 
consolidation? — A. Yes, sir. 

Q. Did yoa Acquire any other interest in Kansas Pacific securities 
between fhd dates you have given and the consolidation? — A. Yes, sir; 
I bought in October, 1879, $50,000 of Kansas Pacific consols, and in 
December, 1879, $63,000. 

Q. Were these obtained by purchase or by conversion of other secu- 
rities ? — A. Those were obtained by purchase. 

Q. What further interest, if any, did you acquire ? — A. That is all. 

witness' INtEBEST IN ST. JOSEPH AND WESTERN. 

* 

Q. Did you dttrihg the year 1879 obtain any interest in the Saint 
J08e|>li atid Weiaterh securities? — A. I did. 

' Q. Please state such interest. — A. I had 142 shares, $12,400 first- 
ittortgage bonds, $17,600 Kansas and Nebraska bonds ; that is, $30,000 
bonds of the two classes of bonds, and 142 shares. They cost $12,238. 
Those were converted into 329 shares of the Union Pacific Eailway, 
whicft I no\^ hold. 

Q. From whom did you acquire that interest in the Saint Joseph and 

Western ? 

M^. John F. Dillon. What was the cost? 

Ooifimidsioii^i* Anderson. Forty per cent. 

A. i had that, as I understand it, to be in the same proportion and 
same relation in the pool that Mr. Amfes talked of yesterday. He had 
$100,000 

' Commtssioner AND:fefesoN. He says his securities were assigned to 
hint by Mr. Gould at 40 per cent, of the bonds, the stock being thrown 
in! 

The Witness. Yes, sir ; that seems to bo about it. There is a frac- 
f ibii bei% more on my part, but it is the same transaction. He has 
$100,000 interest, and I had th6 quantity I stated. 

Q. What was the date on which you acquired the securities ? — A. 
JdhiB, iSta 

Q. Whfo talked to you about that operation of taking those securities 
in the Saint Joseph and Western ? — A. Mr. Ames; 1 fancy. I do not 
reflo'eitnber mifch abbut it. 

Q Do you remember seeing Mr. Gould in reference to it ? — A. 1 do 
not think I ever exchanged a word with Mr. Gould aibout that. 

Q. But you knew the securities came from him? — A. Yes, sir. 

Q. Wis it suggested between you and Mr. Ames, or between you and 
tty other of the piersons in interest, why it was that Mr. Gould wanted 
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all of the directors apparently to have au interest in the Saint Joseph 
and Western!— A. No; I do not remember that it was. When Mr. 
Ames had an interest, I was very apt to have, and some of the other 
directors also smaller interests in the same thhig. 

Q. Your status on the Kansas Pacific side, when the matter of con- 
solidation came up, was, then, that you were the holder of 2,415 shares 
of Kansas Pacific stock. Will you recapitulate theni? — A. Yes, sirj 
$70,000 consols, $104,000 in another lot. 

Commissioner Anderson. I want the aggregate amount. 

The Witness. One hundred and four thousand dollars and $70,000, 
making $174,000. 

Q. Give the Saint Joseph and Western, please ? — A. Thirty thou- 
sand dollars of the two classes of bonds, and 142 shares. 

WITNESS' INTEREST IN UNION PACIFIC. 

Q. Please state what securities of the Union Pacific you held at the 
time of the consolidation. — A. I had 6,370 shares on my books, and 1 
have an impression that there was something more in another account, 
but that I am not sure of. 

Q. Did you have any of its bonds? — A. I have not got the amount 
here. 

Commissioner Anderson. We will postpone the answer. You prob- 
ably would like to put them in yourself, to make the picture complete! 

The Witness. Yes, sir. I had them at the time, but I have not the 
amount here. 

Q. How did you stand during this fall of 1879 on the subject of con- 
solidation? — ^A. I was very anxious to consolidate with the Kansas 
Pacific, if we could do it on terms that I thought fair. 

Q. Was there much discussion in October and ISTovember as to the 
question of these terms? — A. A great deal. 

GOULD'S TERMS FOR KANSAS PACIFIC THOUGHT UNREASONABLE. 

Q. Tell us what you remember to have been said and done between 
the parties in interest. — A. Very much what Mr. Ames testified to yes- 
terday. 1 remember very well being in ^N^ew York at a meeting at which 
it was discussed, and we thought Mr. Gould's terms for Kansas Pacific 
were unreasonable, and we could not concede them. 

Q. What were the terms he asked ? — A. I do not remember. I know 
that he valued Kansas Pacific, compared with Union Pacific, very much 
higher than I did, or than the rest of the directors did, and we could 
not and would not accede to his terms. 

Q. What I want to get at is whether he valued it higher than it was 
finally put in the articles, or whether you came up to his valuation finally? 
— ^A. He changed his valuations. I can tell you that. 

Q. Is it your memory that he considered the Kansas Pacific stock as 
worth twice as mnch as the Union Pacific stock? — A. I should hardly 
have thought anybody did so. No, sir 5 I do not remember that. 1 i\o 
not know that he did. 

Commissioner Anderson. I want to get at the limits of your recol- 
lection. 

The Witness. I do not remember it. 

Q. But you are quite positive that he did think that the Kansas 
Pacific stock should go on terms into the pool which would make one 
full share of Kansas Pacific stock equal to more than one full share of 
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XJDion Pacific Eailroad stock? — A. I did not mean to imply tbat. I 
meant to say that, relatively, they were higher. I do not remember 
what the figares were. 

Commissioner Anderson. These were terms of consolidation, and not 
market prices, that I am speaking of. 

The Witness. Yes, sir 5 terms of consolidation. 

Commissioner Anderson. You are positive that he claimed that the 
Kansas Pacific should be represented by more in value than the Union 
Paci^c, for equal amounts, in the consolidation ? 

The Witness. Ko, sir ; that is not what I mean to say. I mean to 
say that he put the relative value of Kansas Pacific, as compared with 
Union Pacific, too high, in our judgment. 

Q. As to the terms of consolidation which he proposed and which 
you thought unreasonable, in what respect can you specify that he 
claimed something relating to terms of consolidation which was unrea- 
sonable? — A. I do not remember the fijjures at all, but if, for instance, 
he said Union Pacific would go in at $100, and Kansas Pacific at $125, 
that is the kind of thing that I should have thought was unreasonable. 
Whether he put those figures before us, I do not remember. But the 
relative comparative values were not what I thought right. 

GOULD^S CLAIMS AS TO KANSAS PACIFIC IN THE CONSOLIDATION. 

Commissioner Anderson. In answer to the prior question I i)ut to 
you, you said that you do not wish to be understood as saying that Mr. 
Gould claimed that the Kansas Pacific stock should be put in relatively 
higher than the Union Pacific, and yet you now say, as I understand 
you, that is precisely what he did claim ? 

The Witness. I did not say that. I do not quite understand whether 
you want the precise figures, which I say I am unable to give. 

Q. I want to know whether it was in relation to the Kansas Pacific 
stock, and the adjustment of the terms of consolidation, that the claim 
that the Kansas Pacific should be entered on terms which should recog- 
nize it as the superior of the Union Pacific ? 

Commissioner Littler. In other words, what did Mr. Gould claim a 
dollar of Kansas Pacific stock was worth, as compared with a dollar of 
Union Pacific f 

A, That is what I cannot give you. 

Q. I ask you whether he claimed that a dollar of Kansas Pacific should 
be worth more than a dollar of Union Pacific inthe^consolidation, with- 
out specifidng how much f— A. You arc asking me figures again. That 
is what I do not know. 

Q. I do not ask you figures. I only ask you whether he claimed it 
should be worth something more, no matter how much ? — A. Supposing 
I thought it was worth three quarters per cent, of Union Pacific, and he 
claimed it was 90 per cent. That is what 1 do not want to give, because 
I do not remember. 

Q. Then as I understand it, you simply have a general recollection 
that during the discussion that preceded the consolidation Mr. Gould 
claimed more than you were willing to concede ? — A. That is it exactly. 

Q. Without being able to be any more precise than that?— A. Ex- 
actly. 

THE meeting ended IN DISAGREEMENT. 

Q. How long did this state of afiairs continue^ I mean th(3sc discus- 
sions f — ^A. We broke up that meeting, and the meeting came to an end 
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in a disagreeiDent. Mr. Gould showed some irritation in the nuttter, 
and I remember his saying to us, << Gentlemen, you are making ^ grjMtt 
mistake." Mr. Atkins, Mr. Ames, and I think Mr. Dillon, Were oil Whit 
I called the Union Pacific side, and Mr. Gould reprea^ntekl the KikdM 
Pacific. Then, after that, Mr. Gould said he was going to Kansas, M 
I thought he had his war paint on and his trunk in liatiid. He started 
for Kansas to see his property. I was a great deal distati3ed about it, 
because I recognized Mr. Gould's energy and ability ; and with him is 
an enemy with the Kansas Pacific to fight us with, it was ^ s^bns 
matter. That was in the fall; I do not know the eiact date. 

Q. It was just before Mr. Gould went to Kansas?— A. Yes* sir: he 
said he was going to Kansas, I remember ; and remember the fact that 
he Went. 

Q. Do you remember whether it was just before or after he had pur- 
chased the Missouri Pacific ? — A. Before ; I am pretty sure. I think 
that was in November. 

Q. The purchase was the 13th of November ? — A. Yes, sir; that is my 
recollection. But I do not remember particularly. 

LETTER OF BODGE AND HUMPfiREYS. 

Q. i)o you remember whether this interview was before oi^ after tbe 
letter that was written to Mr. Dodge and Mr. Humphreys, of which I 
show you a copy ?— A. I could not say whether he went tt) Kaiis^ before 
or after that date. 

Q. Do you remem ber that letter that you are looking at f — A. I f einW- 
ber the fact. 

Commissioner Anderson. That is the whole letter on the fitri^t pftg^. 
It is just a few lines. 

The Witness. Yes. sir; I recollect that. 

Q. Did Mr. Gould sign that letter With you ? The namei^ of the writers 
are at the top and the answer is addressed to the wrlter&.^A. I stii)- 
pose he did ; I do not remember the fact. 

Q. Do you remember whether it was the fact that at the time this inquiry 
was made of Messrs. Dodge and Humphreys the negotiations between 
you, called the Union Pacific people and Mr. Gould had made some prog- 
ress and were under way? — A. It has been d scussed several tiihes, tut 
this meeting that I have referred to seemed to rather bring it to ^ head. 
I cannot remember whether it was before or after that date. 

Q. The object of this letter was the very purpose of obtaining a Report 
as to what would be a fair scheme, was it not? — A. Yes. sir. 

Q. So that the subject had certainly been seriously oiscossM before 
the letter was written? — A. Oh, yes, sir. 

Q. Do you remember how long Mr. Gould remained away in Kansas t-- 
A. No ; I do not. I remember that he was home before We went to his 
house that evening, January 14. 

Q. Did you see him between the interview you have referred to and 
the interview of January 14 ? — A. I probably saw him passing in and 
out of the office, but I remember no conversation with him at All. . 

Q. There was no formal discussion of this subject again ? — A. No; 
not to my recollection. 

Q. How did this meeting of January 14 come about ? — A. I was in- 
formed here that the Burlington and Missouri or the Chicago, Burling- 
ton and Quincy in Nebraska were about building pretty extensively, 
sknd it seemed to me that it had so much bearing on our interiest there 
that I wrote to Mr. Dillon that I was satisfied they were going in largcily* 
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and it seemed to be a pity tbat the Uuion Paeifie and Kansas Pacific 
should have a fight, and have a third party cooling m too, and we 
probably onght to do something, and I asked him to show my letter to 
Mf. Gk)ald'. I wrote that. I have no copy of that lett^. I have not got 
the telegram, bat my impression is very strong that the next morning J 
had a telegram, from Mr. Dillon saying that M-r. Gould wished we would 
all come over. I showed it to gentlemen here. Mr. Atkins^ Mr. Ames, 
Mr. Baker, and myself did go over, and in the evening we saw Mr. 
Gould in his house. 

THE MEBTma AT GOULD'S HOUSE. 

Q. Do you know whether they received similar telegrams, or did you 
communicate with them ? — A. I communicated with them. 

Q; Did you all go together to his house? — A. Yes, sir ; the only dif- 
ference between my recollection of that intorview and Mr. Ames's — 
it will shorten matters to state that — is that I had more familiarity with 
the Burlington and Missouri than he had. I had been a stockholder 
in it for a good while, and I probably had less thought about the Mis- 
souri Pacific proi>erties. He was rather more impressed with the Mis^ 
souri Pacific, but I was impressed with the idea that Mr. Oould was 
quite alive to the disadvantage of having a third party come in there 
where I thought they were tied, and he seemed to fully appreciate the 
advsuitage of having both hands loose in going into that fight with the 
Chicaga, Burlington and Qnincy. 

Q. All the Boston directors, then, were substantially disquieted, if not 
alarmed, by the facts before themf — A. I confess I was very much so, 
ami I think all the rest were. 

Q. How long did this interview last at Mr. Gk)uld's house?— A. I do 
not remember exactly ; I should suppose about a couple of hours. 

Q. Will you state the discussion, as you remember it, or the substance 
of it? — A. The strong impression on my mind is that Mr. Gould was in 
an entirely different state of mind firom when we- discussed it in the 
Union Pacific office and when we could not agree on terms. I think ho 
had changed his mind vcoy much about the necessity. What seemed 
to me was that he appreciated the necessity of putting those roads to- 
geUier. 

Q. State what difference in terms he made ? — A. I cannot do it. I 
do not remembOT. 

WHAT CONCESSIONS WEBE MADE BY aOXTLB. 

Q. Did he make any difference in the terms that he had asked in Oc- 
tober? — ^A. Yes, sir. Every one of us felt at that time that we could 
not accept them, and every one of us felt at this time that we were very 
glad to get the offer. 

Q. But you say you had all realized that there was a danger threat- 
ening, and my question to you is whether you conceded Mr. Gould's terms 
just exactly as made by him in October ? — A. Ko, sir. 

Q. Please indicate in some direction what concessions were made ? — 
A. The first proposition that he made, of course, was compared in my 
mind with the way we talked before, and I found it so much more favor- 
able that I was greatly relieved. 

Q. Can you state in what respect it was more favorable ? The arrange • 
ment as made is not regarded by many persons outside of the LTnion 
Pacific as being a favorable arrangement, and it is a little difficult to 

45 FR 
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understand what more be coald have asked than he did get. — A. It de- 
pends upon the point of view. We knew it. 

Q. It depends upon the man who is asking it, somewhat, i>erhap8. 
Can you specify in what respect Mr. Gould was gracious and made con- 
cessions from his former demands ! — A. Ko, sir. Then I should be un- 
dertaking to say what he offered before and what he offered now. I 
have not seen that paper which was drawn up in my handwriting from 
that day until a few days ago. It seems to me a very reasonable thing 
that a person may have a general impression, without his mind being 
full of figures, of a thing that happened tea years ago. 

Q. Can you give any more of the discussions ? — A. Yes, sir ; there is 
another matter. This Missouri Pacific purchase had been made since 
that. There was every reason why we should wish to consolidate, '^e 
all thought we made very good terms. 

Q. But my inquiry is, what was said and done between the parciesin 
Mr. Gould's house before the paper was signed ? — A. He made a general 
proposition, what he considered fair ; and one point after another was 
discussed a little. I cannot remember precisely what the points were. 
I have forgotten entirely what they were. The impression le ft on my 
mind was that he was more open to reason, as I called it ; more amen- 
able to reason. In the first place, he was in pleasanter frame of mind, 
I thought. He was rather irritated before. Here he met every sug- 
gestion pleasantly, and I think generally yielded to suggestions. 

Q. Can you state in particular in regard to the price at which the va- 
rious stocks were to be represented, or in regard to any terms whatever 
embraced in the consolidation, as to which he yielded anything during 
this interview ? — A. No, sir. 

Q. Can you state any particular in which the statement made by him 
at the beginning of the interview differed from the statement as pre- 
pared by you and signed by you and your associates ? — A. I cannot 
My knowledge is limited to that paper. 

THE AGREEMENT THAT WITNESS WROTE. 

f 

Q. After considerable discussion you sat down and wrote this paper t— 
A. Yes, sir. 

Q. The parties having substantially agreed that they would do this 
thing! — A. Yes, sir; I remember the interview very well. We dis- 
cussed it, one after another, and some one remarked, " Well, I do not 
see but the child is born." That is the phrase somebody used to imply 
the conclusion was arrived at. And then Mr. Sage suggested, " Sup- 
posing you put it down and we will put our initials to it.'^ 

Commissioner Anderson. Mr. Sage, I assume, was a little shrinking 
and a little nervous, in the usual way. 

The Witness. He generally agreed, as he does, with Mr. Gould. . I 
sat down by Mr. Gould and he pushed the paper over, and I observed 
that it had the Kansas Pacific heading. He pushed the paper over and 
said, ^' Suppose you put it down." I wrote that hastily and read it over 
for suggestions or alterations. I do not think a great many were made. 
They said it was all right, and Mr. Sage put his initials on, as yon see, 
and the other gentlemen signed it. 

A BLUNDER IN A ROAD. 

Q. How did you come to write the name of the Central Branch Com- 
pany as the Union Pacific, Eastern Division f — A. The same way in 
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which I added it up and made it $51,000,000 — a pure blunder. That is 
all I can say. It was written in a hurry, and I added it up $51,000,000 
and wrote the wrong description of the road. That is all I can sug- 
gest. 

Q. Then the parties immediately separated after the paper was 
signed ? — A. Yes, sir. 

Q. Did you take it t — A. I think I took it. 

Q. Was there any copy used or prepared ? — A. No ; my impression 
is 1 gave it to Mr. Sidney Dillon the next morning. 

Q. This paper itself was never reported to your board, as I under- 
stand ? — A. I do not remember that it was ; no. 

Q. It was never made public in any way ? — A. No, sir. 

Q. !Nor any information given ? — A. No, sir. 

THE GOVERNMENT NOT INFORMED. 

Q. The Government of the United States was never informed of the 
details of the transaction or how it had been brought about, was it ? — 
A. Not that I know of. Those would be in the records of the Union 
Pacific, I suppose. 

Q. What disposition did you makeof this paper after it was signed ? — 
A. I think I pat it in my pocket that night and went to a hotel and 
the next morning took it to the Union Pacific ofQce and gave it to the 
president of the road. 

Q. Mr. Sidney Dillon?— A. Sidney Dillon. 

Q. And the next you heard of it was when it was produced on this 
examination ? — A^ I had not heard of it or seen it since. I did not 
know it was in existence. 

THE PAPER LOST AND FOUND. 

Commissioner Anderson. Judge Dillon, I think you told us it was 
found among your papers f 

Mr. John F. Dillon. Yes, sir. 

Commissioner Anderson. Can you put here your recollection of 
where it was gotten f 

Mr. John F. Dillon. I cannot. I think Mr. Dexter's statement is 
entirely probable, that I got it from Mr. Sidney Dillon, but I have no 
recollection about it whatever. 

Q. You have referred to some of these other gentlemen as being in- 
terested in the general purchase of the Saint Joseph and Western 
securities. Did you know at the time that you took those that Mr. 
Ames also had some? — A. Yes, sir. 

Q. And Mr. Baker had some?-^A. I probably did. I am not sure 
about that. 

Q. And that Mr. Sidney Dillon had some ? — A. Yes, sir. 

Q. And Mr. Atkins t — ^A. I should rather say with him as with Mr. 
Baker, that I was not sure that he had; Probably yes, sir. 

Q. Was the subject of the propriety of putting in these securities at 
par, when you gentlemen all knew that they had cost you 40, discussed 
at all at this meeting! — A. I do not remember that it was. 

WITNESS^ INTEREST IN SAINT JOSEPH AND WESTERN. 

Q. You say that you received stock for your in^Te^t \w \\i^ ^woX» 
Joseph due? Western; was that obtained personaWy \>^ vv Ci^w^t^ ^'l 
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our own securitiels and the issue of the stock, or was it done ttiroogh 
Mr. Gould ? — ^A. I do not remember. The only memorandum — I have 
been looking in my books — is, " Converted into 32ft shares of Uqiou 
Pacific Eailway," which I now hold. 

Q. Do you remember that you had personally possession of the Saint 
Joseph and Western securities ? — A. No, I do not remember. 

Q. Or whether they were left with the party who had the whole lot of 
them ? — A. I do not recollect at all. 

Q. What personal knowledge had you of the Saint Joseph and West- 
ern road at that time ? — A. I do not remember much about it. I was 
here as a director, and probably knew more or less about it. 

Q. Do you know whether you had been over the road f — A. JS6, 1 
never was over it. 

Q. After this interview the meetings of January 24th were held, and 
you voted for the consolidation, as I remember it! — A. Yes, sir. 

THE KANSAS PACIFIC. 

Q. How closely had you examined the history of the Kansas Padfie, 
as to its earning power, in ordel* to form your judgment as to whether 
it was prudent to increase the capital stock of the new corporatkm 
$ 14,000,000, based upon the new road which was brought in, and with ref- 
erence to the question whether that new road would earn as mueh in 
proportion to such new stock as the Union Pacific did in proportioate 
Its stock ? — A. That is a very general question. 1 can only say fiat 
my interests in the Union Pacific were what I have given. They were 
very much larger than anything else. I was perfectly well satisfied 
that the acquiring of the Kansas Pacific was a very valuable and a very 
important thing for the Union Pacific. 

Q. The question is, how far you had examined its financial histoiy 
aDd its earning power? Had you read its reports! — A. Oh, yes, sir; 
I was generally familiar. 

Q. Familiar with the Kansas Pacific reports f — A. Yes, sir. 

Q. Had you examined its books ? — A. I do not think I had examined 
the books. A director does not, often. 

Q. Could you tell what the Kansas Pacific earned for the year 187Sf— 
A. No, sir. 

Q. You could not give its gross earnings for 1878 !— A. No, sir; nor 
the Union Pacific either. 

Q. I am talking of whether you could have stated them at the time 
you voted for the consolidation. — A. I am sure I do not know; I do 
not remember. I considered that 1 had sufficient knowledge to vote 
intelligently. 

Q. Could you have stated the gross earnings of the Kansas Faeific 
for 1879 when you voted for the consolidation ?— A. I do not know 
whether 1 could or not. 

Q. Could you have stated its operating expenses I — ^A. Probably not 

Q. Could you have stated the percentage of the operating expenses f— 
A. I do not know ; probably not. 

Q. Could you have stated the amount of the bonded debt t— A i 
might then ; I do not know now. 

Q. Did you know that all of its bonded debt was in default t — ^A. Cer- 
tainly I knew that. 

Question. Is it your present judgment that the Kansas Pacific, io* 
eluding the Denver Pacific, has earned as much in net eaminffs in re- 
lation to its length as the Union Pacific Bailroad (the old road) has in 
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lelation to its length since the consolidation t — A. I do not know. Th;it 
is not the whole bearing of the thing. 

Q. I do not say it is. I will ask the other general qaestiou alter 
wards ; but I ask this one tor information first. — A. Xo, sir ; I do not 
know. I eonld not tell what any one of the branch proi^erties of the 
UniiHi Pacific earned. 

THB COiySOLIDATION A BENEFIT TO ITilON PACIFIC. 

Q. Is it yonr best jadgnieut to day, after reviewing the financial his- 
tory of these roads tor the past six or seven years, that the consolida- 
tion was an advantage to the Union Pacific T — A. Beyond a doubt. 

Q. That question yon are quite ready to answer ! — A. Yes, sir. 

Q- Is it also yonr judgment that the consolidation was an advantage 
to the Kansas Pacific ? — A. Certainly. 

Q. Is it also your judgment that the consolidation was an advantage 
to Mr. Gould? — A. No; I am not sure of that. His Missouri Pacific 
system came in there that I had nothing to do with. 

Q. Is it yonr judgment that Mr. Gould received more for the Kansas 
Pacific securities which he held through the consolidation than they had 
cost him f — A. I suppose so, of course. 

Q. Have you any knowledge how much morel — A. No; I do not 
know at all about the figures. 

Q. That advantage was at least a specific advantage, whereas the 
advantage of combining with the Missouri Pacific was a speculative 
and future ad vant£^e; is that not so! — A. Yes, sir; to a certain ex- 
tent. 

Q. Have you given us all the information you have to show your 
&iancial status with reference to both these roads at the time llie con- 
6<didation was voted fori — A. Yes, sir; I have given ail that I had; I 
may want to add some Union Pacific bonds that I may have held; 1 
have not got them down ; I do not remember. 

• 

THE PAET TAKEN BY GOVT.BWMEKT DIEECTOBS AS TO CONSOLIDATION 

By the Ghaibman : 

Q. What i)art did the Goverumeut directors take in the consolida- 
tion that you recall! — A. I must say 1 do not remember ; I do not 
recollect what they did ; the records will show. 

Q. Was there any discussion in the board of directors with them 1 — 
A. I do not recollect anything about it. 

Q. Did they have any notice of the agreement that you made at Mr. 
Gould's house f — A. Probably not ; I do not think that was official. 

Q. They were never given any information concerning that trausac- 
tion at all Y — ^A. I should rather turn to the record. 

Q. You do not recall anything about that ! — ^A. I do not recall. 

Q. Do you recollect any expression of opinion on the part of the Gov- 
ernment directors concerning the consolidation? — A. I was trying (o 
think who they were. 

Commissioner Andeeson. Mr. Chadwick, Mr. Bnckland, and Mr. 
Niles, the magnificent. You certainly remember him. 

The Witness. I do not remember. 

CotiQmissioner Andeeson. To see him is to admire him. 

The Witness. They generally acquiesced in what was considered the 
policy of the road, 
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Q. This was a very important change in the road, and I want to know 
whether you recall any part they took in the consolidation f — ^A. No, 
sir 5 I do not remember anything about it. 

Q. The Government then had its principal, $27,000,000, and its in- 
terest accumulated and a great change was to take place, and it seems 
to me an important fact to know whether the representatives of the 
Government took part. Do you recall any part that they took f-rA. 
I do not ; I recall no objection that they made, or discussion. 

By Commissioner Anderson : 

Q. Mr. Chad wick voted against it. Do you remember that fact!— 
A. I did not. I had forgotten it. 

Mr. Holmes. Somebody did not vote. 

Commissioner Anderson. Mr. Buckland did not vote 

The Witness. The Government directors in this, then did not take 
auy active part *? 

Q. The fact that Mr. Chadwick voted against it, and was the only 
one who voted against it, I should judge, made some impression upon 
the minds of those present? — A. I do not know that they ever even 
voted for a dividend. They seemed to be non-committal and afraid to 
take any action whatever about it. They hung back always. 

By the Chairman : 

Q. Was that due to a lack of interest, or to a lack of encouragement 
on the part of the railroad directors ? — A. Kot at all that last. Lack of 
interest, I think. One of them was offered his choice of being a post- 
master at New London or a Government director of the Union Pacific, 
and he stated, and always told me about it, that he had made a mis- 
take, for he did not make so much money out of it. 

Q. That was the measure of the interest of the Government directors, 
as you observed ? — A. It seems to me so. I should not like to leave an 
impression, while I am on this subject, that there was any concealment 
or anything of the kind from the Government directors. But they did 
not as a rule, and I sat with ^ great many of them in the changes made, 
take a great deal of interest. They generally sat by themselves, and 
generally refused to vote on a dividend, and hung back. We did not 
expect them to take any active interest, or express any decided opin- 
ion, but in order to be safe they would vote no against anything, when 
they knew they were going to be entirely voted down. That was about 
the attitude they took. 

the union pacific and credit mobilier settlement. 

By Commissioner Anderson : 

Q. Do you remember the transaction that occurred in December, 
1875 (and I think there was further action in the same direction later), 
in reference to a motion made by Mr. Gould for the institution of suits 
against certain persons against whom it was alleged that the Union 
Pacific EaiLroad Company had claims, and who also, through their 
ownership of stock in the Credit Mobilier, claimed to be interested, on 
their side, in claims in favor of the Credit Mobilier, and against tbe 
Union Pacific Eailroad Company*? Do you recollect motions made by 
Mr. Gould in regard to the institution of such a suit! — A. I do not. 

Q. Do you not recollect that you moved that Mr. Gould be authorized 
to e£fect a settlement with the persons holding stock of the Credit 
MobiJierf— A' I do not reinepiber tjie pjotipn j no^ sir, 
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Commissioner And^srson. I think, for an anderstandiug of this mat- 
ter, there may as well be placed on our minutes just what occurred. I 
will read an extract from the minutes, and put them in our record, and 
ask whether you remember them. The first reference to this matter 
api>ears from your minutes of March Cth, 1873, page 195 : 

^^XTRACT FROM MINUTES OF MARCH 6, 1873. 

Mr. Jamos F. Wilson sabmitted a proauiblo and resolution, which were adopted as 
follows : 

Whereas a committee of the Honse of Represeiitatives of the Congress of the 
United States, known as Credit Mobil ior No. 2, of which Hon. J. M. Wilson was 
chairman, embraced in its report the following paragraph, viz : The committee deem 
it proper here to direct attention specifically and separately to the following trans- 
actions in disbnrsemont of portions of the assets of tliis road, which seem to the com- 
mittee to have been wrongful, and to demand the immediate and grave consideration 
of the present directors of the Union Pacific Railroad Company, and of whatever 
authority may be charged with the duty of securing the recovery of the property of 
the company from those who are responsible for or the recipients of these illegal dis- 
bursements. (126,000 were paid to C. S. Bushuell on the 9th day of March, A. D. 
1871, and denominated '*lHpecial legal expenses," which was disposed of as follows: 

(1) To G. M. Dodge, for services in i)rocuring the passage of the act of March 3, 
1871, in relation to transportation by said company for tlie Government. 

(2) $19,000 were paid by C. 8. Bnshnell to Thomas A. Scott on private account. 
^'2,000 were retained by Bnshnell on his own account. 

$50,000 were paid to Governor John A. Dix as a i)urchasc by the railroad com- 
pany of its own stock. 

(3) $25,000 were paid to a Government commissioner to secure the acceptance 
of a portion of the road, as completed. 

(4) $435,7.54.21, designated as "suspense account," were allowed to T. C. Durant, 
vice-president of the company, which appear from tlie evidence to have been dis- 
bursed in connection with the i)a8sage of the amendatory act of July, 1864, of the 
particulars of which disbursements the committee have been unable to obtain sat- 
isfactory account. 

For disbursement of such moneys, so far as ascertained, the committee refer to the 
evidence herewith reported, as they do also as to the disposition of the other moneys 
aljove named : Therefore, 

JResolvedf That the subjects embodied in the recitals of the foregoing preamble be 
refen^d to the president, for him to consider what action should be had in regard 
thereto, and that he report his conclusions to the board at the next meeting thereof. 

EXTRACT FROM MINUTES OF JUNE 25, 1873. 

At page 205 it further appears from the minutes of June 25, 1873, 
that, on motion of Mr. Dillon, it was 

Besolved, That in relation to the pending suit of the United States against this cor- 
poration and others, although the company has not been requested by any of its 
shareholders to investigate the alleged wrongs done to the company asset forth in 
that suit, and to redress the same, nor has any appeal been made to this board on the 
subject-matter of said suit, so that they might examine and act thereon, yet as the 
United States has deemed* itself authorized and justified in bringing said suit, this 
board does not deem it proper to direct that the suit be defended in behalf of the 
company. 

EXTRACT FROM MINUTES OF OCTOBER 15, 1873. 

At page 212 it further appears that at the meeting o£ October 15, 
1873, Mr. Duff submitted the following report, which, on motion of Mr. 
Ames, was adopted : 

The undersigned, upon whom, by the decease of the president 

Who was the president f 

Mr. Mink. Mr. Horace F. Clark, I think, in 1873. John Duff was the 
vice-president. 
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Oommissioner Andebson (eontinaiDg the reading) : 

is devolved, under the by-laws, the daties of president, finds on the record of (he 
directors a resolation passed on the 6th day of March last refeiring to certain para^ 
graphs contained in a report made by a committee of the Honse of Representatives 
of the United States, of which the Hon. Jeremiah M. Wilson was chairman, to the 
president of this company, with instrnctions to consider what action should be had 
in regard thereto, and that he report his conclusions to the boavcl. Assuming, as he 
does, that the duty thus imposed upon the late president remains to be discharged by 
him, the undersigned submits the loUowiDg report : 

Since the passage of the resolution of this board (pages 195 and 196) there has been 
filed by the Attomey-Oeneral of the United States, in its name and behalf, in the 
circuit court of the United States for the district of Connecticut, a bill in equky 
against the company and numerous others, its present and past stockholders and offi- 
cers, in which bill the United States seeks to investigate and redress most, if not all. 
the supposed wrongs to the company referred to in the paragraph from thereport of saia 
committee thus referred to the president. If any part of said supposed wrongs should 
bo found not to be embraced in said suit, it is to be assumed that further investiga- 
tion has satisfied the Attorney-General that they are got sufficiently well founded to 
warrant action in relation to the same. , Under these circumstances the undersigned 
is of opinion that it is prox>er for this company to forbear to take anv action in rela- 
tion to the subject, at least until the suit by the Government shall have terminated 
and the result be known. 

It also appears from the minutes that yoa were present at the meet 
ing of March 6; also present at the meeting of Jane 25, 1873; and 
also at the meeting of October 16, 1873, when Mr. DofPs report was 
read. Have you a general recollection of the subject-matter referred 
to? — ^A. Kotmuch. 

Q. Do you remember that there was such a suit brought by the United 
States — the Credit Mobilier suit f — ^A. There have be<m so many suits 
brought, I do not think I could distinguish one from anc^ther. 

Q. Do you not remember that there was an enormous suit, with every- 
body in the world, almost, as defendants in it, in which it was alleged 
that through the Credit Mobilier many of these defendants had in- 
flicted very great injuries on the Union Pacific, aggregating millions of 
dollars ^ and that such a suit was pressed for a long while f — A. I 
thought that was the Credit Mobilier, and not the Union Pacific. 

Q. Do you not remember that the Union Pacific was a party defend- 
ant in that suit, and that you were yourself a party defendant 1 — A. 
Yes, sir ; I remember generally about that. 

EXTRACT FROM MINUTES OF DECEMBER 18, 1873. 

Q. In connection with this same subject, I read to you from the min- 
utes of December 18, 1873, at whigh meeting you were present, at page 
224: 

On motion of Mr. Bushnell, 

Resolved, That the committee of this board, no one of w^om iB a holder of the atook 
of the Credit Mobilier of America, shall be appointed by the pjresident to examine 
carefully the accounts and find the sum, if any, due from this company to the said 
first-named company. And, in case a balance is found to be legally and justly dae, 
to report the same to the board for action at the next meeting. 

Q. Do you remember that motion f — A. No, sir. 
Q. Then, 

Then, on motion uf Mr. Wilson, 

Besolvedf That Elisha Atkins be directed, with the consent of the Credit Mobilier 
of America, to surrender to the treasurer of this company for cancellation, the note 
of this company now held by him in trust for $2,000,000, alleged to be due to the said 
Ci»dit Mobilier of America. 

Q. Do you recollect that *?— A. I remember the fact of the note 5 I do 
not remember the passage of that vote ; no. 
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Q. Do you know wliether any thing was douc under that resolution j 
I mean whether Mr. Atkins tried to get the consent of the Credit Mobi- 
lierl — ^A. I do not remember. 

EXTRACT FROM MINUTES OF SEPTEMBER 22, 1875. 

Q. I now read to you from the minutes of September 22, 1875, at page 
2G7, at wMch meeting you appear to have been present : 

Od motion of Mr. Gould, the following preambles and resolntiou were adopted : 

Whereas there are in the hands of Mr. Oliver Ames, one of the trustees under the 
Ames and Davis contracts, so called, certain securities and property and claims be- 
longing to said trudts ; 

And whereas this company has large cli^ims against said trustees which ought to 
be satisfied out of the property and claims so in the hands of Mr. Ames ; 

Ee8olv»if That he be notified not to deliver up, or otherwise appropriate, said prop- 
erty and claim until a final adjustment of the claims of this company; and, if he will 
consent t-o hold the same accordingly, the treasurer is hereby authorized, in the name 
of the company^ to indemnify him for so doing. 

I.ETTES OF JAY GOULD, FROM MINUTES OF JUNE 3, 1876. 

I now read to yon from the« minutes of June 3, 1876, at page 287, at 
which meeting yon appear to have been present, the fbllowing letter : 

Boston, June 1«<, 1876. 

To the Presidenl and Directors of the Union Pacific B, B. Co,: 

Gbntlbmxn: Some time since I made a written request to your body to bring suits 
against all parties who had received the profits or proceeds of the Oakes Ames and 
J. W. Davis Goatraots, upon the ground that said contracts were illegal and void as 
against the corpoin^ion, and that said profits or proceeds ought to be refunded to the 
company. The executive committee, by vote, refused to comply with my request. 
Since that period the corporation have entered into arrangements with some of the 
beneficiaries under those trusts, by which they have agreed, for a proper considera^ 
tion, to release the claims of the company agaiust them. I now reuew my request 
that the company will forthwith institute suits agaiust all parties with whom they 
have not made such arrangements, in order that they may bo compelled to refund to 
the Qompany the money and property which they ought not to be allowed to retain. 

JAY GOULD. 

On motion of Mr. Ames, the board declined to bring suits, as requested by Mr. 
Gould. 

I>o yon remember that action f — A. In a general way ; yes, sir. 

•Q. Did yoa vote against bringing that suit ? — A. Probably ; I do not 
remember. 

<J. Is it your judgment that Mr, Gould, in writing that letter, seri- 
oudy intended to bring and prosecute such an action ? — A. I do not 
nemttoiber. It was all very complicated. This happened a dozen or 
ifteen years ago. I would rather go by the record. I cannot pretend 
to remember every motion. It was Mr. Oliver Ames who made that 
motion^ X suppose. 

Ooi&missMNDt^ ANDiEfisoN. I supposc SO. That was doubtless so. 

Mr. Jos9r P. DM/LON. Yes, sir ; the father. 

The Witness. He had a very large interest, and was familiar with 
the m,att^, and I probably should have voted with him without fully 
going auto the inatter. 

Q. Yon hav« no doubt that the judgment of his son in regard to his 
intention in that matter, as given yesterday, is correct!— A. I have no 
donbt. •! do not remember about it personally. 

Mr. John F. Dillon. I think Mr. Gould brought such suit, in point 
(^ftet. The records will show. 
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EXTRACT FROM MINUTES OF JULY 21, 1875. 

Q. It appears from the minutes of tlio executive committee, at paije 
316, July 21, 1875, that a letter from Jay Gould, already substantially 
read, and referring to the institution of a suit to recover, in relation to 
these same matters, was moved in the executive committee, and that, on 
motion of Mr. Dexter, it was 

Resolvedj That tbo committee decline to bring suits, as requested by Mr. Gould. 

And thereupon, 

On motion of Mr. Dexter, 

Resolved^ That Messrs. Jay Gould, Samuel M. Mills, and George S. Scott, directon 
of this company, be, and they are hereby, appointed a committee to negotiate and com- 
plete a final settlement of all claims between this company and the Credit Mobilier 
of America, or the respective stockolders of said corporatioBS, and, if such settlemeDt 
shall be made, to execute final releases to be interchanged between the parties, and 
to do all other acts that are necessary to give complete enect to such final settlement ; 
and that the secretary of this company be empowered to set the seal of the company 
to all written releases or other papers which shall bo executed by the above commit- 
tee in pursuance of their powers. 

Q. Do you remember moving the appointment of such committee t— 
A. I do not remember, specially, that act of moving it ; no. 

Q. You know that negotiations did pioceed for the purpose of mak- 
ing this adjustment and bringing about a release? — A. Yes, sir. 

Q. It appears from the minutes of the executive committee of Sep- 
tember 22, 1875, at page 325, that Mr. Gould, from the special commit- 
tee appoints July 21, submitted a form of agreement with the Credit 
Mobilier of America, which was approved. Please look at the paper I 
now show you and tell whether that is the copy of the form of settle- 
ment that was finally agreed upon? — A. I presume it was. 

The paper is marked " Exhibit No. 3 , May 26, 1887,'' and is as fol- 
lows: 

AGREEMENT WITH CREDIT MOBILIER. 

This indenture, made and executed this 31st day of December, 1875, by and between 
the Union Pacific Railroad Company of the first part, and such shareholders of the 
corporation known as the Credit Mobilier of America, whose hands and seals are 
hereto set, of the second part, witnesseth : 

First, That a claim has been made that the contract heretofore entered into be- 
tween the Union Pacific Railroad Company and one H. M^ Hoxie, which contract was 
assigned to the Credit Mobilier of America, was voidable by said Union Pacific Rail- 
road Company, and that the Union Pacific Railroad Company were and are entitled 
to recover from the shareholders of the Credit Mobilier of America all sams by them 
derived, by way of dividend or otherwise, nnder said contract of said Uoxie so as- 
signed to said Credit Mobilier of America, as well as all sams paid by said Union Pa- 
cific Railroad Company to said Credit Mobilier of America, in any way connected 
with the construction of the road of the party of the first part, which claims are 
wholly denied by the several parties of the second part, but, by way of compromise 
of any or all possible claims of such character, it has been agreed between the parties 
hereto as follows : 

First, That the parties of the second part shall and do hereby assign, transfer, and 
set over to the said Union Pacific Railroad Company, all their respective shares in 
and to the capital stock of said Credit Mobilier of America, and agree that such trans- 
fer shall be formally carried into effect by indorsement on the back of the certificates 
held by them, respectively, and the delivery of the same to said corporation. 

Second, In consideration of the pvemises, said Union Pacific Railroad Company 
agrees to, and does hereby, forever discharge and release the several parties of the 
second part whose hands and seals are hereto set, from all and all possible claims in 
the premises which it might or could in any way, directly or indirectly, have tM^ainst 
them, or either of them ; that is to say, from all and all possible claims of the charter 
hereinbefore set forth : Provided, however, that the foregoing release sh^rll not be 
deemed or construed to impair, alter, or discharge the rights ot the part^ of the first 
part to use or rely npon by way of defeuce or suit its {^fores^tid claim or rights agataal 
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the said Credifc Mobilior of America^ nor against any of its ahareboldors who shall not 
bocomo parties hereto within the period of ninety days^ and that if by law it shall be 
held otherwise, then this contract is to be void, and said shares to be returned to the 
respective parties of the second part. 

In testimony whereof, the parties of the second part have hereto sot tlieir hands and 
seals, and the party of the first part has caused its corporate seal to be hereto affixed, 
and the same to be executed in its name by its treasurer thereto duly authorized. 

The Union Pacific Rai'^road Company, [seal.] 

(By E. H. Rollins, its treasurer.) 



Oliver Ames. 
S. Hooper & Co. 
E. H. Baker. 
Elisha Atkins. 
r.. c. robbins. 
E. H. Baker, Jr. 
V, Nickerson. 
Horatio Gilbert. 
Horatio J. Gilbert. 
Gaml. Bradford. 
Ben J. E. Bates. 

E. W. GiLMORE. 

Wm. B. Stevens, trustee. 
Isaac Tuacher. 
Aaron Hob art, Jr. 
c. s. bushnell, 
John B. Alley. 
O. S. Chapman. 
S. H. Fessenden. 
J. Richardson. 
Nathan Peck. 
H. Trowbridge. 
Sidney Dillon. 
Omver W. Barnes. 
Henry L. Hotchkiss, 
Executor of will of Henry 
kiss. 
Wm. B. Bristol. 
PiERREPONT B. Foster. 

W. A. CUMMINGS. 
H. A. ROBBINS, 

(By D. F. Appleton, att^) 
Ei^i Beard. 



[seal, 
[seal, 
[seal, 
[seal. 

[SEAL. 

[seal. 
[seal, 
[seal, 
[seal, 
[seal, 
[seal, 
[seal, 
[seal, 
[seal, 
[seal. 

[SEIIL. 

[seal, 
[seal, 
[seal, 
[seal, 
[seal, 
[seal, 
[seal, 
[seal, 
[seal. 
Hotch 

[seal. 
[seal, 
[seal, 
[seal. 



[seal.] 



C. C. Waite. [seal. 

Wm. H. Macy., [seal. 

E. H. Trowbridge. [seal. 

Elizabeth S. Grimes, [seal._ 

(By Elizabeth S. Grimes, executors 
of the estate of J. W. Grimes, o 
Burlington, Iowa. All by Sidney 
Dillon.) 
Lyman Cook. [seal. 

Geo. C. Lanman. [seal. 

Geo. J. Marsh, [seal. 

Adnir. ofcstatoof Benj. K. Hough.) 
George Opdyke. [seal. 

John R. Duff. [seal. 

C. H. McCormick. * [seal. 

A. A. Low. [seal. 

J. A. B. Johnston. [seal. 

David Jones. [seal. 

S. M. Beard. [seal. 

E. C. Moore. [seal. 

Annie Dodge. [seal. 

Chas. H. Nbilson. [seal. 

H. B. Claflin & Co. [seal. 

Gard. G. Howland. [seal. 

Henry Blood. [seal. 

Jane M. Charlick, 

(Executrix of estate of Oliver Char- 
lick, deceased, by Wm. M. Rey- 
nolds. ) 
H. C. Crane. 
JOSIAH Hedden, 

Per J. C. Babcock. 



WHAT DIRECTORS SIGNED THE AGREEMENT. 



Q. Are you a party to that agreement ? — A. 1 am ; yes, sir. 

Q. And you signed it ! — A.. 1 did. 

Q. Are all the persons who were directors of the Union Pacific Eail- 
road Company at the time this agreement was signed parties to this 
agreement? — A. That is more than I can say, without examination. 

Q. We will read you the list: Oliver Ames? — A. Yes, sir. 

Q. Elisha Atkins ? — A. Yes, sir. 

Q. F. Gordon Dexter ? — A. Yes, sir. 

Q. Benjamin E. Bates ? — A. Yes, sir. 

Q. Oliver Ames second ; is that another gentleman ? — A. That is the 
way they designate royalty. 

Mr. John F. Dillon. He did not sign it ; he stood out. There is a 
long story about that. 

Q. Ezra H. Baker ? — A. Yes, sir. 

Q. Sidney Dillon ? — A. Yes, sir. 

Q. Jay Gould? No ; he is not there. He was not in the suit, 

Mx. John F. Dillon. He was on the other side, 

Q. Jay Gould 49^9 wot sign ?— At I^o, sir, 
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Q. Oharles J. Osbom t — ^A. Ho was a Gould man. I soppose not ; 1 
do not see liis name here. 

Commissioner Anderson. He was not a Credit Mobilier man ; that is 
the point. 

The Witness. Whyt 

Commissioner Anderson. There was nothing to release. There could 
not be a claim gainst Osbom t 

The Witness. For some reason, Gould's agent liere, Osbom, was not. 

Q. George S. Scott ?^ A. He was one of the same. I do not see his 
name here. 

Q. Samuel M. Mills? — A. I think he was another. 

Q. James G. Smith ?— A. I do not think so ; I do not see him. 

Q. Joe Bichardson ; that is the Mormon f 

Mr. John F. Dillon. He built the Mormon road. 

A. I do not see his name here. 

Q. Granville M. Dodge? — ^A. I do not see it. 

Commissioner Anderson. I think he is there. 

The Witness. No ; no Dodge. 

Mr. JonN F. Dillon. Annie Dodge, who I presume is his wife, is 
there. 

The Witness. I do not know who she is, or anything about her. 

Q. His signature does not appear there? — A. I do not see it ; no. 

Q. John Sharp? — A. He was a Mormon. I do not see his name there. 

Q. When the resolution approving that form of settlement was read 
in the executive committee, the miuutes show no dissent from it Do 
you remember whether there was any? — ^A. No; I do not remember. 

Commissioner Anderson. The directors present were Messrs. Dillon, 
Atkins, Ames, Bates, Dexter, Gould, and Wilson. Does not this trans- 
action appear reported at a meeting of the board ? 

Mr. John F. Dillon. The custom is to approve, I believe, the execu- 
tive committee meetings by the board. 

WHAT SIGNIN<3^ DIRECTORS WERE DEPENDANTS. 

Q. Of the parties who signed the agreement which I have read, and 
who were directors in the board of the company, which of them were 
defendants in the suit which is referred to and which was then pend- 
ing ? — A. 1 should have to ask the lawyers. 

Q. You know you were a defendant, yourself? — A. Yes. 

Q. Do you not know that Mr. Dillon was a defendant ? — A. I should 
only have to presume that he was. Ko ; I do not know it. 

Q. What was your practice about approving executive committee 
minutes ? 

The Witness. By the board ? 

Commissioner Anderson. Yes. 

A. Never approved them. 

Q. They were simply read for the information of the board ? — A. We 
did not approve. The board does not approve. 

Commissioner Anderson. Will you give us an answer to that ques- 
tion, so that we can have it all together. Which of these gentlemen 
were defendants? There are four pages of names there. 1 will read 
the names. 

Mr. John F. Dillon. I presume they all were. 

Commissioner Anderson. Ko ; they were not all j only those who • 
signed the agreement. I will call the names. Was Oliver Ames a 
defendant? 
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Mr. John P. Dillon. Oliver Ames was a defendant, I believe. 

Commissioner Andebson. Was Elisha Atkins a defendant! 

Mr. John P. Dillon. "Xes* 

Commissioner Andebson. F. Gordon Dexter says for himself. 

Mr. John F. Dillon. Yes, sir. 

Commissioner Anderson. Benjamin E. Bates ? 

Mr. Holmes. Tes, sir. 

Commissioner Anderson. Oliver Ames, second, was not, I under- 
stand. 

Mr. John P. Dillon. Oliver Ames, second, as executor of Oakes 
Ames, deceased, was. 

Commissioner Anderson. But in his own capacity he was not a 
defendant t Is that so ? — A. No ; it was only that he was not a party 
to the agreement. 

Mr. John P. Dillon. 1 presume not, as an individual. 

Commissioner Anderson. The question is whether he was a party to 
the suit. 

Mr. John F. Dillon. Oliver Ames, second, individually, was not; 
as an executor of his father, I think he was. 

Commissioner Anderson. Was Ezra Baker a party defendant! 

Mr. HoLiHES. Yes, sir. 

Commissioner Anderson. Sidney Dillon? 

Mr. John F. Dillon. Yes, sir. 

Commissioner Anderson. Jay Gould is not f 

Mr, Holmes. No. 

Commissioner AlNDERSON. diaries J. Osbom is not! 

Mr. John P. Dillon. No. 

Commissioner Anderson. George S. Scott? 

Mr. John F. Dillon. No. 

Commissioner Anderson. Samuel M. Mills ? 

Mr. John P. Dillon. No* 

Commissioner Anderson. James D. Smith ? 

Mr. John P. Dillon. No. 

Commissioner Anderson. Joseph Eichardson? 

Mr. John P. Dillon. No. 

Commissioner Anderson. Granville M. Dodge? 

Mr. John P. Dillon. Yes, sir. 

Commissioner Anderson. John Sharp ? 

Mr. John P. Dillon. No. 

EXTRACT FROM MINUTES OF JUNE 14, 1876. 

Q. It appears, then*, that all of the directors who were defendants in 
the suit of the United States were also parties to the agreement of re- 
lease. I read to you from page 353, from tlie miuates of a meetitig of 
the executive committee on the 14th of June, 1876 : 

On motion of Mr. Ames, 

JSesolvfdf That the time for the execution of a certain indenture, hearing date De- 
cember 31, 1875, between this company and the shareholders of the corporation known 
as the Creait Mobiiier of America, having, by the terms thereof, expired, and also the 
time for the execution of a certain other indenture, bearing date February 8, 1876, be- 
tween this company, the trustees under what are known as the Ames and Davis 
cnnfemcts, and the parties beneficiaries under said contracts and trusts, having, by 
the tonus thereof, expired, this company does hereby consent that the time for the 
execution of both said indentures be enlarged and extended to the 14th day of Sep- 
tember next. 

Have yoa ever seen a cop3^, or the original, of the other indenture 
lefeited to, bearing date February 8, 1876 ?— A. I do not remember it. 



718 U. S. PACIFIC RAILWAY COMBflSSION 

Commissioner Anderson. Have you that, Judge Dillon f 
Mr. John E. Dillon. We have it whenever you want it 
Commissioner Anderson. We would like to see that in connection 
with this matter now. 
The following is a copy of the paper referred to: 

AGREEMENT BETWEEN CREDIT MOBILIER AND UN^ON PAOIPIO. 

Whereas certain contracts heretofore made by the Union Pacific Railroad Company 
with Cakes Ames, and also with James W. Davis, for the constraction of portions of 
the road of said company, were assigned to Thomas C. Darant, Oliver Ames, John B. 
Alley, Sidney Dillon, Cornelius S. Bushnell, Henry S. McComb, and Benj. E. BatesL 
in trust to execute the same, and divide and distribute the profits thereof to and 
among the several parties named or described in said assignments, and thereafter- 
wards John Duff duly succeeded to John B. Alley as such trustee: 

And whereas, under said assignments, said trustees have proceeded in the constrac- 
tion of said road, and claim to have completed the same, and farther claim that there 
still remains due them from said corporation an unsettled balance of accoant, which 
claim is denied by said corporation, which asserts that a large sum of money is dae 
to it from said trustees ; 

And whereas doubts have been suggested whether said contracts so made for said 
construction are not in law or in equity voidable as against said corporation, in which 
event a claim would exist in behalf of said corporation against said trustees for the 
amount of all profits derived from said assignments and the execution of said con- 
tracts, and also against the several parties who shall have received any share of said 
profits from said trustees, under a distribution thereof, pursuant to said assignments, 
all which possible claims are wholly denied by said trustees and said other parties 
to exist ; 

And whereas there are now held by said trustees certain securities enumerated in 
the schedule hereto annexed, and also claims to a large amount against parties for 
the non-fulfillment of their contracts made with said trustees ; 

And whereas it has been agreed, by way of compromise, that said corporation will, 
upon the conveyance and assignment to it in the manner hereinafter set forth, by 
the several parties other than said trustees (and excepting R. G. Hazard who is 
not to be allowed to become party hereto unless by the consent of the party of the 
first part after his dispute with the company shall have been adjusted) who have re- 
ceived from said trustees any dividends or profits paid to them as aforesaid, and who 
shall execute this indenture within ninety days from the date thereof, of all their 
respective interests in said property and claims so now held by said trustees, release 
said parties severally and jointly from all right to claim of them, either in law or equity, 
the payment or restoration to it of the sums so received by the parties respectively, 
and has further agreed to and with said trustees and said Alley that it will hereafter, 
on the performance by them of the terms, condition, and release hereinafter set forth, 
also release said trustees and said Alley from all claim to recover from them any of 
the sums which shall have been paid over to them under said contracts and assign- 
ments and from all other claims whatsoever against them as such trustees : 

Now this indenture, by and between the said Union Pacific Railroad Company of 
the first part, the several parties other than said trustees, and said Hazard, who 
shall have received from said trustees said dividends and said profits as aforesaid of 
the second part, and the said trustees, including said Alley, trustees as aforesaid, of 
the third part, witnesseth : 

First. That the parties of the second part do hereby severally transfer, assign, and 
set over to said party of the first part all their rights, present or future, in and to 
the property, rights of action, and claims now held by the present trustees under 
said respective trusts, subject, however, to the release hereinafter contained, of all 
and all possible claims that they may respectively have against said trustees, or either 
of them, arising out of their past acts or omissions in any way connected with said 
trusts or the execution thereof: and the said parties of the second part do hereby 
release said present trustees and the said Alley from all the aforesaid claims or pos- 
sible claims ; and the said party of the first part, in consideration of the premises, 
does hereby release said several parties of the second part from all claims it may or 
might in any way have against them or either of them to account or x)ay over to said 
party of the first part the sums of money by them received by way of dividends or 
profits as aforesaid or in any other manner under and by virtue of said trusts. 

Second. Said party of the first part docs hereby covenant and agree to and with 
the said present trustees and the said Alley that if within two years from the date 
hereof, and either before or after said trustees shall have adjusted by suit, compro- 
mise, or release, which they are hereby authorized to conduct and make upon snch 
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terms as they may tbiuk proper, all the claims now held by tbem under coDtracts 
with various parties hereinbefore referred to, they shall transfer and assign to said 
corporation all stocks, bonds, or notes described in said schedule hereto annexed, au<l 
also said claims not then collected or adjusted as aforesaid, and all money received 
from the enforcement of said claims, first indemnifying themselves irom out of said 
property and moneys for all such payments as they may be compelled to make for 
existing liabilities and for costs and expenses ; and if said trustees shall, at the time 
of such transfer and assignment, by a valid instrument, release all and aU possible 
claims that they, the said trustees, may or can have as such against said party of tbo 
first part, and the said Alley shall also assign all his rights in and to said trust prop- 
erty, then and thereupon the said party of the first part will execute and deli^^^r to 
the said trustees, including said Alley, a complete release of all and all possible 
ri^ht or claim it may or might have to require the payment to it of any sums re- 
ceived by said trustees in their said capacity from it under said contracts or other- 
wise, and from any profits which shall have been realized by them as trustees, or as 
individuals, arising out of the execution of said contracts with said Ames and Davis, 
and from all other claims of any description whatever against them as such trustees. 

Third. This indenture is to be deemed perfect and efiectual between the parties 
of the first and second parts, and also between the parties of the second and third 
parts so far as the release by said parties of the second part to the parties of the 
third part is concerned, although the same shall not be executed by all the i)arties 
of the third part. 

Provided, however, Thaii this indenture, nor any part thereof, shall be deemed or 
construed to impair, alter, or discharge the rights of the party of the first part 
against any party who may have received from said trustees any profits or dividends 
nnder the Ames and Davis contracts, except the said parties who shall execute this 
instrument, nor its rights or claims against said trustees or said Alley, or either of 
thopi, except to the extent which those claims may be diminished in amount by the 
release of the parties of the second part hereinbefore contained, until the execution 
and delivery to the corporation of valid assignments and releases to it hereinbefore 
provided, and which it is in their election to make or not ; and that if by law it shall 
be held otherwise, then this indenture shall be wholly void and of no effect. 

In testimony whereof the said party of the first part has hereto set its corporate seal 
and caused the same to be executed by its treasurer thereto duly authorized ; and 
the said parties of the second part and of the third part and said Alley have hereto 
set their respective hands and seals this eighth day of February, in the year of our 
Lord one thousond eight hundred and seventy-six. 

The Union Pacific Railroad Company, [seal.] 

(By E. H. Kollins, its treasurer.) 

Signatures of parties of the second part. 



Elisha Atkins. 

F. NiCEERSON. 

Estate of Ezra H. Baker, 

(By Ezra'H. Baker, adm'r.) 
Ezra H. Baker, Jr. 
S. Hooper & Co. 
F. W. Andrews. 
Gamaliel Bradford. 
Horatio Gilbert, 
Horatio J. Gilbert. 
BoTAi. E. Bobbins. 

E. W. GiLMORE. 

Wm. B. Stevens, Trustee. 
Isaac Tbulcher. 
Aaron Hobart, Jr. 
C. C. Watte. 
Elizabeth S. Grimes, 

(By Elizabeth S. Grimes,) 
Ltman Cook, 
Geo. C. Lanman, 
(Executors of the estate of J. W. 
Grimes, of Burlington, Iowa, all by 
Sidney Dillon.) 



Geo. J. Marsh, 
(Administrator of the estate of Beni. 
K. Houcrh.) 

O. §. Chapman. 

S. II. Fessenden. 

J. Richardson. 

Nathan Peck. 

Pierrepont B. Foster. 

H. Trowbridge. 

Henry L. Hotchkiss, 
(Executor of will of Henry Hotchkiss.) 

Wm. B. Bristol. 

w. a. cummings. 

H. A. Bobbins, 

(By D. F. Appleton, Atty ) 

John B. Alley. 

Eli Beard. 

E. H. Trowbridge. 

George Opdyke. 

John R. Duff. 



Signatures of parties of the thirrl part and of J. B. Alley. 



Oliver Ames. 
Benj. E. Bates. 
C. S. Bushnell. 



Sidney Dillon. 
John Duff. 
John B. Alley. 
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Schedule referred to in the foregoing indenture. 

[Schedule.— Memorandum, assets of tho trustees, July 27, 1875.] 

1|546 shares Union Pacific stock, at 75 116^930 

$i7,000 Union Pacificland-grant bonds, at 99 38,^ 

13,000 Union Pacific first mortg. bonds, at 100 1^060 

1,000 Union Pacific sinking-fund bonds, at 96^ 966 

lS6;6fi 

Q. I think you said yoa did not recollect this paper f — ^A. STo, sir; 
I do not remember it. 

DIBEOTOBS WHO SIGNED THE AaBBEMSNl?. 

Commissioner Anderson. Jndge Dillon, I will ask you to name the 
directors of the company who appear to have signed this paper. 

Judge John F. Dillon. I do not know the directors. I wilt tell 
yoa, if yoa will read them, who are on this paper. 

Mr. KoBBis. There were elected in March, 1876, the following diroet- 
ors : Oliver Ames. 

Mr. John F. Dillon. He signed it as trustee. 

Mr. NoBBis. Elisha Atkins If 

Mr. John F. Dillon. He signed it as a party of the second part 

Mr. KoBBis. Sidney Dillon ? 

Mr. John F. Dillon. He signed it as trustee. 

Mr. lil^OBBis. F. Gordon Dexter? 

Mr. John F. Dillon. He does not appear to have signied it. 

Commissioner Andebson. Is it your recollection that you did not 
sign it f 

The Witness. Perhaps my firm signed it. 

Mr. John F. Dillon. What was your firm f 

The Witness. S. Hooper & Co. 

Mr. NoBBis. Benjamin B. Bates f 

Mr. John F. Dillon, lie signed it as trustee. 

Mr. KoBBis. Oliver Ames, second f 

Mr. John F. Dillon. He did not sign it. 

Mr. NoBBis. James D. Smith ? 

Mr. John F. Dillon. He did not sign it. 

Mr. lif OBBis. Charles J. Osbom f 

Mr. John F. Dillon. He did not sign it. 

Mr. NoBBis. Samuel M. Mills ? 

Mr. John F. Dillon. He did not sign it. 

Mr. KoBBis. Jay Gould ? 

Mr. J OHN F. Dillon. He did not sign it. 

Mr. NoBBis. Ezra H; Baker? 

Mr. John F. Dillon. Ezra H. Baker, administrator^sigaedit; Bto» 
H. Baker, jr., signed it. 

Mr. NoBBis. S. H. H. Clark? 

Mr. John F. Dillon. He did not sign it. 

Mr. NoBBis. Joseph Eichardson f 

Mr. John F. Dillon. He did not sign it. 

Mr. KOBBIS. John Sharp ? 

Mr. John F. Dillon. He did not sign it. 

Mr. NoBBis. G. M. Dodge? 

Mr. John F. Dillon. Ho did not sign it. 
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EXTEAOT FROM MINUTES OP JANUARY 2G, 1881. 

Commissioner Anderson. I read, in connection with this subject, 
from the minutes of the executive committee of January 2G, 1881, 
page 46 : 

On motion of Mr. Ames, it was 

Beaolved, That for and on behalf of this company and in its name and on behalf of 
the Union Pacific Railroad Company, as its predecessor, in interest, any and every of 
the officers of this company be, and they hereby, are authorized to execute and deliver 
to Henry S. McComb such releases, compromises, and covenants relating to the claims 
of this company, or of its predecessor company, agaiust said McComb, severally or 
jointly with others, as may be approved by counsel acting for this company. 

Mr. John F. Dillon. I recollect a long negotiation with Mr. McComb 
in 1881, in which I acted, in connection with Mr. Bartlett, for tl^e com- 
pany. McComb had his own counsel, I think Mr. Bangs of New York, 
and after a long negotiation, the details of which I do not recall, I 
should say mutual releases were executed between McComb and the 
company. I think they ought to be on the files of the company. 

(A copy of these releases will be found printed in this record as part 
of the testimony of Mr. John F. Dillon, given in Boston on the 1st of 
June, 1887.) 

EXTRACT FROM MINUTES OF MARCH 29, 1886. 

Commissioner Anderson. I read to you this extract from the min- 
utes of the executive committee, March 29, 1886, at page 313 : 

On motion of Mr. Baker, the following preamble and vote were unanimously 
adopted : 

Whereas there has been pending, since July 19, 1875, an action against this com- 
pany upon a note for $2,000,000, dated August 4th, 1869, upon which interest would 
be due from July 19, 1875, and upon other claims in behalf of the Credit Mobilier of 
America, and subsequent to the bringing of said suit a bill in equity was brought by 
this company against said Credit Mobilier of America to procure a decree declaring 
the contract out of which all said claims originated, and on account of which said 
note is alleged to have been given to the Credit Mobilier, voidable ; which bill was 
adjudged by the court not to be maintainable; and pending this litigation, and to 
meet the possible contingency of the plaintiff's recovery in said action, it was deemed 
advisable by this company to procure the transfer to it of as many shares of stock of 
the said Credit Mobilier as could be obtained, for the purpose of protecting itself 
against the result, in case of the success of said suit ; and 

Whereas Oliver Ames and the other trustees under the Oakes Ames and Davis con- 
tracts, being individually stockholders in said Credit Mobilier of America, have 
heretofore, in effect, without consideration, transferred to this company their shares 
of stock in said Credit Mobilier Company, amounting to 11,256 shares in the aggro- 
gate ; and 

Whereas said trustees have assisted this company at its request in obtaining from 
other holders of the shares of said Credit Mobilier the transfer of the same to this com- 
pany; and 

Whereas certain suits are now pending and are threatened against said trustees and 
some of their successors and personal representatives, concerning their management 
of said trusts and the disposition of the trust property, which, if they can be main- 
tained, would entitle the Credit Mobilier of America, or the shareholders of said 
Credit Mobilier, to share in the fruits of said suits, which benefits said trustees will 
liave lost by the transfer of their said stock to this company : 

Now, therefore, in consideration of the premises and of said services rendered by 
Bald trustees to this company, it is 

Voted, That if in any suit or suits now pending, or any of which may hereafter be 
l>rought, of the character aforesaid, any damages shall be recovered against the said 
"tmstees, or either of them, or their respective administrators or executors, which re- 
covery would inure to the benefit of this company as the holder of the Credit Mobil- 
ier shares aforesaid, this company does hereby release and transfer to the said trus- 
tees, and each of them, all of such damages or sums of money or other recovery in the 
event aforesaid^ to which this company would be entitled as the owner of Credit Mo- 
l>ilier shares, without recourse, however, to this compaBy iox aiay ^\«\vQftfi> o^VsiVK^ 
event. 

46 PB 
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Also voted. That, notwitlistandiDg the foregoing aa (o reooora^ i^ Ao wmpanyy if 
this company shall sell or transfer said Credit Mobilier shares, or any of them, it will 
provide, in snch sale or transfer, for the indempity hereinhefore 90cqred to |Hlk}4 JtvlW- 
tees, their successors and representatives. 

And voted, That the president of this company is authorized and dlMoted, in ill 
name and under its corporate seal, to execute all proper instruments, in each fofni m 
counsel shall advise, to carry out the purposes of the foregoing votes. 

And I will read this also : 

On motion of Mr. Baker, the following preamble and vote were aqAQinnHialy 
adopted: 

Whereas on August 19, 1881^ a certain settlement was made hy the couiisel of this 
company, and in its behalf, with the trustees under the Ames and Davis oontraets^ 
which settlement is contained in a resolution of said trustees of said date, a counter- 
foil copy of which is spread upon the books of this company, to wbioh Tefyr»U(» is 
made, the details of which are shown Iw the accounts to wUioh r^reno^ is tl|ii8 
made, and under which there was- transferred to this company a claim of eaAd trps- 
tees against the Credit Mobilier of America for $685,550.74, upon which suit has been 
instituted by this company and is now pending; and 

Whereas under said settlement said trustees were entitled to certain releases, and 
to have the settlement confirmed by this comx>any : Now it is 

Vofed, That said settlement be ratified and confirmed, and that the presidept of 
the company be and he hereby is authorized and directed to execute, in the name of 
this company, and under its corporate seal, all proper instruments to TolMwe said 
trustees, as provided in said resolution, and to carry out the purposes of tiie fore«. 
going vote. 

EXTRACT FROM MINUTES OF MARCH 81, 1886. 

I read the following extract from the qiinutes of the directors^ meeting 
of March 31, 1886, at page 136 : 

Present, Messrs. Adams, Ames, Baker, Dexter, Spaulding, Green, Hoyt, Dodge, i^nd 
Government directors Alexander, Savage, and Hanna. 

• ««««•• 

On motion of Mr. Baker it was 

Resolved, That the action of the executive committee at its meeting, held on the 
29th current, releasing and transferring to the trustees, under the Ames and P»vi« 
contracts, all damages or sums of money which may, by any possibility, be recovei^ 
as therein stated, to which this company would be entitled as the owner of Credit 
Mobilier shares, be and the same is hereby, ratified aud confirmed. 

On the passage of the above resolution Mr. Ames and Mr. Pexter did not vote. 

Q. What was the reason you did not vote! — ^A. We were trustees. 

Q. You were interested % 

The Witness. Was not that the reason that we did aot vote? 

Mr. John F. Dillon. You were interested in the matter. 

A. We were interested ; yes, sir. 

Commissioner Anderson. 1 also read from the same minutes : 

On motion of Mr. Baker, it was 

Voted, That the action of the executive committee, at their meeting held on the 
29th current, ratifying the settlement heretofore niade by the counsel of the oompaiiy^ 
and in its behalf, with the trustees under the Ames and Davis contracts, be ana we 
same is hereby ratified and confirmed. 

On the passage of the above Mik Ames and Mr. Dexter did not vote. 

Q. That was for the same reason, I presume? 
The Witness. Yes, sir. 

AFTERNOON SESSION. 

F.-GOEDON DEXTER, being further examined, testified as fellows e 

WITNESS' INTEREST IN BRANCH BOAD^. ; 

By Commissioner Anderson : 

Question. Have yon been personally interested m any of -t^Q l^^wi})! 
roads of the ITnion Pe^ciflc systero T— Answer. Except the QregQP SbPrt 
Line, 
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Q. Yon havo bad uo bouds or stocks in any of tlic otliDr companies f — 
A. The Utah and Northern, I had forgotten. 1 should have to refer 
to find out. I had not thought of that. 

Commissioner Anderson. 1 refer more especially to bonds and stocks 
which subsequently were transferred to the company itself. 

The Witness. Do you mean with the construction contracts f. 

Commissioner Anderson. The bonds and stocks which you at one 
time owned and acquired, either under construction contracts or by 
purchase, and which subsequently were sold by you to the Union Pacific 
liaiiroad. 

The Witness. liTo, sir. 

Q. There are none? — A. l^othing of that kind. 

Q. Do you kuow anything of the construction of the Utah and North- 
ern t— A. No, I do not. 

UNION PACIFIC rOLICr LB TO BRANCH LINES. 

Q. Do you know anything of the manner in which Mr. Gould pur- 
chased the interest of Mr. Eichardson ! — A. No, sir; nothing whatever. 

Q. Will you give us your judgment as to the result of the policy pur- 
sued since 1875 by the Union Pacific Company, in connection with the 
construction of branch lines and the investments made by it in branch 
roads f — A. That there had been mistakes made in judgment is very 
possible. Tho Denver and South Park road disappointed us. But, as 
a whole, as I have uniformly voted for them, and aided to bring them 
about, I thought at the time, of course, that they were to the advantage 
of the Union Pacific. That has been my whole interest. I think so 
now as to the wisdom of the branch-line system, although we have made 
here and therp a mistake. There is no question about the general policy 
being good. 

Q. Would yon advocate the jiursuit of the same policy in the future! — 
A. Certainly. 

Q. The reason being, I suppose, the one which wag given by other 
directors, that a properly selected branch line, even though it does not 
entirely support itself, gives you the benefit of the haul between the 
point of junction and the origin of the road? — A. Undoubtedly. The 
Oregon Short Line is a very good example of it, giving us a haul over 
the whole length of the road. 

THE BRANGHI2S WHICH CAUSE LOSS TO UNION PACIFIC. 

Q, As to which of these branch lines which you have at present is 
ityoqr judgment that they, on the whole, produce a loss to the com- 
pany f — A. I think the Denver and South Park. That is the one promi- 
nent in my mind, 

Q. And the Kansas Central ? — A. Well, I suppose it is. We always 
have been expecting, for some reason or other, better results there. I 
think it is, but I would rather refer to Mr. Mink for figures. 

YAIJ^US TO UNION PACIFIC OP THE CENTRAL BRANCH. 

Q. As to the Oentral Branch, while I believe the account shows has 
occasioned no loss, is it your judgment, on a review of the past years, 
that tbe price paid for it, $239 a share, was a reasonable price? — ^A. I 
tliij^k it mm worth that to us, to have fihe control of the extension of 
tli^ brsDObeai &c. The Union Pacific was in rather a critical positlou^ 
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between the Kansas Paeific, the Central Branch, the Missouri Pacific, 
and the Chicago Burlington and Quincy invasions into that territory, 
and we had to look, not altogether in every case at whether any particu- 
lar step was going to be profitable, but whether we could protect our 
main line. 

Q. But regarded simply by itself, as an investment of money, is it 
your judgment that the road was worth $239 per share, without refer- 
ence to these other questions ? — ^A. I could not answer that without the 
figures. That was for a small part of the road, controlling these other 
extensions and branches, and although it seems a high price, it was 
comparatively a very few miles •f the Central Branch itself. 

Q. Do you know anything of the circumstances connected with the 
transaction between Mr. Gould and Oliver Amest — ^A. No, I do not; 1 
heard from time to time that Mr. Oliver Ames was buying. I knew that 
fact. I do not know anything about the circumstances of the transfer. 

Q. Was buying it from other stockholders f — A. Yes, sir. 

Q. Before he sold it to Mr. Gould t — A. Yes, sir ; he and Pomeroy. 

Q. Was not the sale to Mr. Gould all accomplished in one transac- 
tion f — ^A. That I do not know. ^ 

Q. Do you know anything of the prices that Mr. Pomeroy and Mr. 
Ames paid to the stockholders t — A. I undoubtedly heard occasionally, 
but they do not exist in my mind now. 

Q. Do you know that some of these stockholders have brought suits 
against Mr. Ames, alleging that they had cause of action against him 
arising out of the sale by them to him and the sale by him to Mr. 
Gould? — ^A. I have heard it. It was mere talk. 

Q. Can you give us the names of any of those stockholders f — ^A. Oh, 
no ; I do not know them at all. I heard there was a Mr. Stewart, of 
New York, through whom he bought a large lot ; but if you ask as to 
the discontented stockholders, I do not know. 

Q. What Mr. Stewart t— A. I do not know ; I heard a talk of a large 
purchase he made through Mr. Stewart, but whether he was a discon- 
tented stockholder, I do not know. I do not think I quite understand 
your question. 

THE PACIFIO MAIL SUBSIDY. 

Q. What is your judgment as to the effect of the payment of the 
Pacific Mail subsidy f — A. I think there can be no doubt at all that it 
was beneficial to the Union Pacific road. 

Q. Please explain in what way it was beneficial with reference to 
what the Pacific Mail Steamship Company could have done, if the sub- 
sidy had been refused ?— A. A general cutting of rates, &c. ; whereas 
we controlled rates and sent such things by water as had better go by 
water, and took such things by rail as we could afford to. 

Q. Did you make any examination of the kind of freight' that could 
profitably be taken by water, the time of transportation bein g something 
like twenty-five or thirty days, as against the freight routes, which 
would not be over fifteen f — A. No, sir ; that was not a matter discussed 
in the board. I often saw Mr. Knowland, the freight agent, in New 
York, and have often heard it discussed, and by letter; but that made 
no impression. 

Q. Then it was a mere surmise that. the Pacific Mail competition 
would depress the rates f — A. Yes, sir. ^' 

Q. Do you know to what extent that has been verified by the expert- 
'^nce of the past year, during which there has been no subsidy f — ^A. 

» ; I do not. My information is rather antiquated — before so many 
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through lines were in existence. It was rather when we were a mo- 
nopoly — ^the Central Pacific and ourselves. I do not know so much 
about it of late years. 

DIVERSIONS TO SOUTHERN PACIFIC. 

Q. In regard to the present connection with the Central Pacific, is it 
your judgment that the direction of tiio Central Pacific has favored the 
transportation of freight and passengers over the Southern Pacific road, 
to the detriment of the Union Pacific? — A. If you ask me if it is my 
impression, it is. 

Q. Is it your judgment ? — A. I should rather say, " My impression.'' 
I have hardly looked into it enough to have a deliberate judgment 5 but 
that is my impression. 

THE OREGON SHORT LINE. 

Q. Is it your judgment that the outlet that you have over the Oregon 
Short Line would suffice to protect the through traffic, without regard 
to the Central Pacific ? — A. I regard it in this way : That that was in 
such a doubtful position that it was very good policy in us to have this 
outlet — ^the Oregon Short Line. 

KNOWS OF NO USE OF FUNDS FOR INFLUENCINO LEGISLATION. 

Q. Have you any personal knowledge or information in regard to the 
sabject of using funds of the company for the purpose of influencing 
legislation at any time? 

The Witness. In regard to the Union Pacific matters ? 

Commissioner Anderson. In regard to the Union Pacific matters, 
yes. 

A. Kot the slightest. 

The Chairman. Or any other matter ? 

Commissioner Anderson. In connection with any of the subsidized 
roads t 

The Witness. Nothing, except I cannot be ignorant, of course, of 
the old talk about money that was used with the Credit Mobilier twenty 
years ago, but I do not know anything about that. I do not want to 
ignore the question entirely, when everybody must know it. 

Q. Except what is contained in the Wilson report, you have no 
knowledge whatever f — A. "No 5 none whatever. 

OR TO INFLUENCE VOTES. 

Q. Or of any other use of funds for the purpose of advancing the in- 
terest of the company by influencing the votes of any person f — A. Al)- 
solutely none. 

Q. What examination have you personally made, before voting for 
dividends, in relation to the question whether the company had actually, 
and within the terms of the law, earned enough money to justify the 
declaration of a dividend ? — A. From the accounts presented by the 
proper officers, showing the net earnings up to that time, within the 
period for which we declared the dividend. The preceding three months, 
we will say. . ;, 

NET EARNIfiGS. 

Q. In regard to the principle which had been applied for the purpose 
of reachhig the net earnings, did yon investigate that personally, or ac- 
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oept the resalt reached in the offloe f — A. That there had been more oi 
less dispute arising between the Government and the comtmny ai to 
what constitnted net earnings, of course I was aware, and I am not 
qnite sure, but I presume we made it up as we claimed. My impres- 
sion is th^it we have always been right. 

Q. But you always accept it as made up by the proper officer of the 
company ? — A. Yes, sir ; I think they always were right' as to the Gov- 
ernment. 

Q. Can you tell us what was the nature of the items in dispute be- 
tween the Government and the company on that subject f 

Mr. John F. Dillon. I think Mr. Mink can explain that, or I can. 

A. It always must arise as long as there is such a phrase as *'net 
earnings." No two men, with the most honest intentions in the world, 
could agree on what they were. 

Q. nave you paid any special attention to the question of the public 
land, and of their disposition ? — A. No, sir ; nothing more than pertains 
to me as a director of the company. It has been brought before os. 

Q. But you would not be able to state the general gross amount of 
proceeds from the sale of lands, or the puri>oses to which the, proceeds 
were applied f — A. No ; Mr. Ames being a trustee of the land-grant 
bonds, we always supposed that he had more information on that i>oint 
than any of us. 

CONSOLIDATED MOETGAGE TRUSTEES' ACCOUNTS. 

Q. Ilave you made any examination of the ticcounts of the trustees 
of the consolidated mortgage I 

The Witness. The Kansas Pacific f 

Commissioner Anderson. Yes. 

A. No, sir. 

Q. Have you heard that the terms on which those mortgages were is- 
sued to different persons varied from the terms prescribed in tiie mort- 
gage itself? — A. No. 

Q. Did you know that $2,000,000 of these bonds were issued to Mr. 
Gould at 75 cents on the dollar ? — ^A. I never heard of it until you asked 
Mr. Ames the question yesterday. 

Q. So far as you know, the issue at that rate was not authorized by 
any corporate action ?— A. Not that I know of. 

Q. And you had never heard that large quantities of mortgage bonds 
issued by those trustees had been issued and exchanged at much higher 
rates than those prescribed in the mortgage ? — A. No. 

Q. You know of no corporate action permitting such exchanges ?— 
A. 1 know of none. 

witness' interest in other roads. ^ 

Q. Have you been interested in any other companies than the Union 
Pacific in which other directors of the Union Pacific were also inter- 
ested ? — A. Yes, sir. 

Q. Please name what other companies. — A. 1 have been interested 
in Iowa railroads, in which the Ameses have a large interest. 

Q. Any others 1 — A. Oh, yes, sir 5 I think so. And I am very apt to 
act with Mr. Ames. I do not remember at this moment, 

Q. But you recall no corporations wllose interest would be either in 
common with or hostile to the Union Pacific? — A. Certainly nothing 
hostile to the Union Pacific. 
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Q. Velt instAibeef the Pacifld MaU t— A. No. I never had a dollar's 
interest in the Pacific Mail. 

Q. Or lii the Oentral Pacific f--A. Or m the Central Pacific^ or in the 
iSotitlierfi Paeifio. 

BUSINESS INTBBESTS OF DXBEOTOBS. 

By the Chaibman : 

Q. Or in mining companies, or express companies, or telegraph com- 
panies! — A. I have had an interest in one or two telegraph companies, 
but never anything that was inimical to the Union Pacific. No mining 
company or railroad company, in fact, having anything to do with the 
Unim Pacific. The American Union Telegraph Company I was a di- 
rector of. 

SUIT OP THE UNITED STATES VS. UNION PAOIFIO. 

By Commissioner Littleb : 

Q. I want to ask you one question. In this case of the United States 
agftltist the tJfiion Pacific Railway Company and others the Supreme 
dhfatt of the United States grouped the allegations against the direc- 
tory of the Union Pacific in these words : 

The substance of the charge in all these cases is that the board of directors of the 
railway company made contracts for the building of the roads, and for rauning the 
Pullman cars on them, and for the mining of its coal lands and the purchase of the 
coal so mined^ which were a fraud ux>on the company whose directors they were; that 
theie cOntraets allowed exorbitant prices for the work done and materials furuislied 
for the nee of the railroad company ; that otherwise they were very advantageous to 
tfa0 pflrtiiss oonttacting with the company and injurious to the company ; that in all 
iliMe <{OBiract« ihe dfrectora of the eorporation, or a controlling majority of them, 
were interested j and that interest being against the company ; that, in fact, the direct- 
ors were, in the name of the company, making contracts with themselves as the 
other parties. In short, it may be taken for granted that if these allegations are 
tme, as they must be held to be on demurrer, more unmitigated frauds wete never 
perpetrated on a helpless corporation by it« managing directors than are set forth in 
ibis bin. 

How much truth is there in the allegation which I have just read to 
yoit t Do yoil know of any of the directory of this company who have 
used their powers as directors in the manner indicated in this paragraph 
of the decision of the Supreme Court f — A. Fo, sir. 

Q. You do not I— A. No, sir. 

Commissioner Anderson. You know that refers to a period anterior 
tol8?8f 

The Witness. Of the Union Pacific. 

Ootnttfissioner Anbebson. Your answer stands good, then, back to 
1860, baek to the Credit Mobilier f 

The Witness, I never knew of any member of the board of directors 
of the Onion Pacific. You are speaking of the Union Pacific, and not 
of the Credit Mobilier board of directors ? 

Commissioner Anderson. The decision is speaking of directors who 
were stockholders in the Credit Mobilier, but who were also directors 
of the Ufdon Pacific. 

The WilTiESS. 1 should have to answer for myself only, there. 

Commissioner . Anderson. That makes quite a difference in your 
jadgtnelit. 

Q. Do you know of any diijector who is now, or has heretofore been, 
interested in any contract between the railway company and third 
parUeftt 
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The Witness. Going back to the time of Credit Mobilier, and the 
building of the road ? 

Commissioner Littleb. Yon need not go back to that time. I do 
not want you to take into account anything which is covered by the 
Wilson committee report. 

The Witness. I do not know exactly what that is. Do you mean 
during the construction of the road ? As far back as that? 

Commissioner Littler. After the road was completed. After 1873, 
if you please. 

Mr. John F. Dillon. The road was finished in 18G9. 

A. No, sir ; I do not. 

concerning outside business interests of directors. 

Q. Do you know of any director of the Union Pacific who is interested 
in lihis Pulman contract ? — A. I do not. 

Q. Do you know of any director who is interested in any contract 
subsequent to the Wilson committee report, 1873 f — A. No sir ; I do 
not. 

Q. Do you know of any director or ofi&cer of this company who has 
made money out of his position as director, or other officer, illegiti- 
mately in any manner whatever? 

The Witness. Since the road was built in 1873 1 

Commissioner Littler. Yes. 

A. iN'o, sir ; I do not. 

Q. Can you give us a list of the several companies or corporations 
in which officers of the Union Pacific Eailway have interest f It is 
charged that the officers of this company have interests in coal mines 
and in silver mines, and 'in flouring-mills, and 1 do not know what* 
else. 

The Witness. At present ? 

Commissioner Littler. Yes. 

A. I have not the slightest idea of it ; no, sir. 

Q. You give them all a clean sheet do you, as to that f — A. Abso- 
lutely, as far as my knowledge goes. 

Commissioner Littler. I am glad to be able to hear you say so. 

The Witness. I am rather surprised at the question, if you will al- 
low me to say so. I had not heard of it. 

Commissioner Littler. It is made a part of our duty, by the very 
terms of this act, to investigate all these matters. 

The Witness. I do not know what they are aiming at ; I do not know 
anything about it. 

The Chairman. The Commission ought to say to these gentlemen 
that we expect to accept the findings of the Wilson committee, and 
that is why we have omitted the question as to this road. That is why, 
as I understand it, we do not go beyond 1873. It is just to say that to 
you, gentlemen, in explanation of why we do not question you beyond 
that period. 

Mr. John F. Dillon. You draw the line at 1873 1 

Commissioner Anderson. Wo will have that evidence before us. 

Commissioner Littler. We do not propose to thrash old straw. 

arrangements between union pacific and PULLMAN COMPANY. 

By Mr. John F. Dillon : 

Q. Do you know the present arrangement between the Union PaciOc 
and the Pullman Company ? — A. I do not know the details of it ; no. 
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Q. I anderstand the Union Pacific owns three-fonrths interest in the 
j>lant; is that sof — A. Yes; we had the option, and we availed our- 
selves of it, as I remember. 

Q. State your recollection. — A. Just about that. Pullman submits 
his contracts to the companies, with an option to take what interest 
they like. As I remember it, it was one-quarter, two-quarters, or three- 
quarters. I did not understand that it differed from those of the other 
companies. We thought it to our advantage to take three-quarters, 
and we took it. 

Q. That is to say, the present arrangement is, that the Union Pacific 
owns three-quarters of the plant, and gets three-quarters of the profit, 
with the Pullman Company, and that arrangement is in writing, is it 
not! — A. So 1 understand. It came up before us, and we discussed it, 
and thought it was for the interest of the company to take a three- 
quarter interest. 

THE WARDELL CONTRACT. 

Q. The coal company to which Commissioner Littler referred was the 
one known as the Wardell contract, was it not ? — A. That is old history. 

Mr. John F. Dillon. I want to show that that arrangement is ter- 
minated. 

The Witness, Oh, yes, sir 5 that is long ago. 

Mr. John F. Dillon. They did not know that, and I want to show it. 

The Witness. That was an original thing, made when we first went 
out. This man Wardell knew more about coal than anybody else, and 
he took charge of the coal companies. 

Mr. John F. Dillon. And that arrangement is at an end. 

The Chairman. It is all reported in the Government reports. 

NO directors INTERESTED IN COAL OPERATIONS FOR PRIVATE 

PROFIT. 

Q. I understand you to say that no director or ofl&cer of the Union 
Pacific is interested, to your knowledge, in any coal operations of the 
company for any private profit If — A. Certainly not. 

Q. You are not ? — A. Never have been. 

Q. And no one is, to your knowledge? — A. I have been under the 
imx)ression that Mr. Oliver Ames, when he was president of the com- 
pany, in a public-spirited sort of way, put some money in to develop a 
coal mine, and he lost some money in it 5 he is the only oflicer I ever 
knew to have any interest in a coal mine 5 I never had any. 

how the branch lines were built. 

Q. ^ow have these branch lines been built and acquired ? — A. They 
have been built by the company 5 they paid the money and took the 
securities. ^ 

Q. Built at the lowest practicable cost, as you understood ? — A. Yes, 
sir : entirely so. 

Q. And not through the intervention of construction companies ? — 
A. Ko, sir. 

Q. Those branch lines have been built or acquired at the lowest prac- 
ticable price f — A. The cheapest way we could get them built, with men 
in whom we had confidence j and we paid the money and took the se- 
curities. 

Gommissioner Littler. Wo had all that vesterday. 
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Mr. John F. Dillon. Yoa go over it with eaoh direetor, and I ira&t 
to show the details with each. 

Q. Have yoa had, or has any director of the company eret had, aby 
personal interest or derived any personal profits in that df reotion f -— A. 
Not one dollar. 

PRESENT INTEREST IN UNION PAOIPIO. 

Q. What is your present interest in the Union Pacific idtook 1-^A, I 
think rather more than I had at the time of this showing ; I stated that 
I had 69876 shares^ it has not varied much from that; substantially^ it 
is the same 5 I have held on to my stock, in other words. 

Q. You kept identified in interest with the company f — A. Yea, 



INTEREST AT TIME OF CONSOLIDATION IN KANSAS PACIFIC AND SAIlfT 

JOSEPH SECURITIES. 

Q. You have stated that at the date of the consolidation yoa held, in 
round numbers, including Kansas Pacific consols and Saint Joseph se- 
curities and stock, about $200,000 in interest?— A. I cannot make it cost 
more than $125,000. 

Q. You had at that time Kansas Pacific securities which cost you 
about $216,000 5 you had at that time, par value, in Union Pacific 
stock, $637,600 f — A. Yes, sir ; I think you have got the Kansas Pacific 
rather high now ; but the idea is, the comparison between the two! 

Q. Yes 5 now let me ask you what infiuence, if any, the comparatively 
insignificant holding of Kansas Pacific securities relative to Union Pa- 
cific had»on your judgment in assenting to the terms of consolidation, 
as finally agreed to If — A. Of course, none 5 I had five or six times as 
much Union Pacific as I had of the other. 

EFFECT ON UNION PACIFIC IF CONSOLIDATION HAD NOT TAKEN 

PLACE. 

Q. As a practical man, and known to be such, supposing that consoli- 
dation had not been made, and supi>osing the Central Branch had re- 
mained in control of Mr. Gould, with the Kansas Central in hiscoBtroI, 
the Kansas Pacific and the Missouri Pacific in his control, and that 
the development of that interest had been actively made in the direc- 
tion in which, in your judgment, it lay, what would have been the re- 
sult by this time on the Union Pacific property f — ^A. Oh^ I think it 
would have been killed beyond question. 

Q. Why sot— A. These properties were all cheaper. The Union 
Pacific cost a great deal to build, and with a man of the activity and 
enterprise, means and ability of Mr. Gould actively fightings ns with 
these weapons at so much less cost, the result would have been fiital to 
the Union Pacific. 

Q. Supposing the Missouri Pacific and the Kansas Pacific to be cod- 
trolled by one party looking toward its development in the natural wayi 
in what direction would the roads and branches have been buildings 
and how would that have aftected the Union Pacific proper? — A* They 
would have had an independent Ifne to California atonce, and the Union 
Pacific would have been left out entirely. 

Q. Would that have passed through Utah and affifected yonr lfi»b 
business? — A. Yes, sir. The best line would have been to hare goB^ 
through Utah. 1 think it would have been ruin to the Union Pdcifl<5- 
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Q. What about the extension of lateral lines t— A. He had every ad- 
vantage in the world to do that. The Union Pacific could not have 
built any lateral lines to compete with them. 

WHAT INFLUENCED WITNESS IN FAVOR OF CONSOLIDATION. 

Q. Looking at this matter as a practical man, what was it that influ- 
enced your own judgment in favor of the policy of consolidation, and 
consolidation on the terms which were finally agreed to ? — A. It is per- 
fectly evidenced to my mind that a man of Mr. Gould's ability — for he 
is the first man of the country on that subject — with such a weapon as 
the Kansas Pacific, let alone his Missouri Pacific, could have built 
branches and cut rates and cut us all to pieces. I never felt more des- 
pondent about the Union Pacific outlook in my life than 1 did when we 
came back, having unsuccessfully treated about the consolidation. I 
made up my mind for a big fight, and the cutting of rates and every- 
thing that that involved. 

DESTRUCTIVE POWER OF KANSAS PACIFIC. 

Q. You have been interrogated by the Commission in respect to 
whether you, at that time, had made a careful study of the earning 
power of the Kansas Pacific. I wish to ask you whether in your judg- 
ment that is the controlling factor or element in the case, necessarily the 
earning power of that company? — A. 1 knew more about its destruc- 
tive powers than 1 did about its earnings. 1 knew it would be a death 
to us.' 

Q. Look at it retrospectively^ Seven years have elapsed since then. 
What is your judgment to-day as to the wisdom of the resolution to 
which you then came ? — A. There cannot be two questions about that 
to anybody who intelligently looks at the subject. 

THE aOVEENMKNT NOT INJURED BY THE CONSOLIDATION. 

Q. Will you state to this Commission aijy ground or reason that oc- 
curs to you why this consolidation could, in any manner, and, if so, in 
what manner, injuriously affect the interest of the United States? — ^A. 
Nothing occurs to me. But that is a subject I should not feel as familiar 
with afif I do about the traflic, &c. I know of no reason at all. If you 
look upon the prosperity of the Union Pacific as increasing the security 
of the United States it is a foregone conclusion that it is strengthened. 
It cannot be otherwise. 

Q. The Kansas Pacific was aided in the same way as the Union Pa- 
cific, was it not I — A. Yes, sir. 

Q. And the debt is running along, and interest accumulating, in the 
same way f— A. Certainly. 

Mr.' John F. Dillon. Except that, as respects the Union Pacific, 
the Government gets 25 per cent, of net earnings, which tends to re- 
duce the debt on that road, but it does not get a corresponding reduc- 
tion on the Kansas Pacific. 

The Witness. The only reason I hesitated at all before making any 
answer to your question was that something of that kind might be and 
it might not occur to me. Of course there can be no question that it is 
for the better security of the debt if the Union Pacific prospers ; and 
that the consolidation with the Kansas Pacific road led to the advan- 
tage of the Union Pacific, no reasonable man can for one moment hesi- 
tate in believing. 
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NO EFFORT BY DIBEGTOBS TO INJURE THE aOYERNMENT'S EIOTTS. 

Q. I want to ask you directly whether, in taking this action, or in 
the acquisition and building of branch lines, or in the arrangement for 
the division of earnings on the branch lines, any action has been taken 
ever on your part or on the part of any of the other directors which 
was intended to injure or impair the rights of the Government f— A. 
Fever. 

Commissioner Anderson. You make your answer cover Mr. GouWs 
transaction. 

The Witness. He asked me as any action on my part. 

Commissioner Anderson. Ko, it covered more. 

The Witness. I cannot answer for other directors. Never, as far as 
I myself am concerned. 

By Mr. John F. Dillon : 

Q. Or by other directors, to your knowledge f — A. Yes, sir. That is 
too geheral a question. Whether any other directors did anything I 
cannot tell. 

Q. Has any other director to your knowledge ever been actuated in 
any action that he has taken to injure the Government? — A. Never 
that I appreciated, or that I know of. 

Q. Do you know of any efforts on the part of the Missouri Pacific to 
purchase the Central Branch of the Union Pacific ? — A. I do not know 
that I know of any efforts tb purchase. It has always been a little un- 
settled question between Mr. Gould and ourselves. 

Q. You cannot speak as to any negotiations or offers in that respect! 
— ^A. Ko, I have always had the impression that he would be very glad 
to take it. 

By Commissioner Anderson : 

Q. At what price? — A. It did not get as far as that. I think it was 
for his advantage to own it. I think it is to our adva ntage to own it 

By Mr. John F. Dulon : 

Q. That is your present judgment?— A. Yes, sir. 

Mr. John F. Dillon. You have put in your minu tes the various rec- 
ords touching the Credit Mobilier litigation through this witness. I 
do not interrogate him about these legal proceedings, because I do not 
think he could give us any light. But I would like, at some time, if 
you desire it, as this matter is to be pursued, to refresh my r e collection, 
and state the history of these various litigations. 

Commissioner Anderson. We would like it very much indeed. 

Mr. John F. Dillon. I will do that in connection with the records 
you have introduced. 

Mr. noLMES. We want to put in the records that are now here. 

Mr. John F. Dillon. It is a very complicated story, and involves tbe 
suits in Ehode Island, Massachusetts, New York, Pennsylvania, Iowa, 
and Nebraska. 

relative values of witness' holdings in KANSAS PAOIFIO AND 

UNION PACIFIC. 

By Commissioner Littler : ■ » ' .n 

Q. I want to see if I cannot explode Judge Dillon'ls theory on the 
question of the interest of this witness. Judge Dillon has assumed in 
your examination that because you owned only $200,000 interest in tlie 
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£[ausas Pacific, and you owned $600,000 in the Union Pacific, that there- 
fore your interest was necessarily with the Union Pacific, and not with 
the Kansas Pacific, in this consolidation discussion. I ask you now, 
is it not true that if, by that consolidation, your interest in the Union 
Pacific would have remained in statu quo, and your interests in the 
Kansas Pacific would have advanced materially through consolidation, 
whether your interest would not then have been with the consolidation 
of the Kansas Pacific, and not otherwise ? — A. In answer to that, my 
largest interests in the Kansas Pacific were in bonds that I bought, 
without regard to anything else. I find here this purchase of 104 bonds, 
of which I have given you the details, bought in October and December, 
1879, before the consolidation, apparently because they were a cheap 
investment. I hold them to-day. 

By Mr. John F. Dillon : 

Q. What did you give for them ? — A. I gave 75 cents. 

Q. Bought them in the market? — A. Bought them in the market. 

By Commissioner Littler : 

Q. How many shares of stock did you have ? — A. Nothing of that 
purchase. It was simply a 

Q. How many shares of the Kansas Pacific stock did you own at the 
time, and before the consolidation? — A. Whatever five-fourteenths of 
2,514 shares is. 

Q. If it is true that those shares of stock would have been enhanced 
in value by the consolidation, and your Union Pacific had remained in 
statu quoj then, as a matter of fact, your interest lay in the direction 
of consolidation, notwithstanding your large holding in Union Pacific. 
Is that not truef-r-A. It might be that I derived a slight advantage 
from the consolidation, in that way, but that was not the prevailing 
idea. It was fear of a depreciation of the large interest in the Union 
Pacific. 

Commissioner Littler. I am not questioning your motives. I am 
only exploding Judge Dillon^s theory that because a man may hold 
largely in the Union Pacific, and less in the Kansas Pacific, therefore, 
his interest lies where his largest holdings are. 

The Witness. Are you not forgetting that the depreciation would 
have been very large in the large interests that I held in the Union 
Pacific if this consolidation did not take place ? 

Commissioner Littler. I am putting a hypothetical case. As a mat- 
ter of fact the Union Pacific did not depreciate, I believe. 

The Witness. Because we got the consolidation. But supposing we 
had failed in that, my belief is that the Union Pacific would have de- 
preciated very largely, too. That is what I was fighting for. 
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VHTNESS' OPINION OF GOULD'S COURSE. 



By the Chairman : 

Q. Do you regard Mr. Gould's course at the time of the consolidation, 
as a director of the Union Pacific, one of good faith to the United States 
Crovemment! — A. I do not know. 

Q. He was a director of the Union Pacific; how do you regard his 
coarse ! — A. Mr. Gould's idea^ about the duties of a director are some- 
times peculiar. I do not see exaqtly why he aft'ected the interests of the 
Government. 

Q. He was a director, and the Government liad ^21 ,ftWi,QQft ^^wxmql- 
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latcd iutoretst iu tbc road ; he acted as director and truBtee ; do you re< 
gard his coarse in the matter of the consolidation as one of good fiaith f 

Commissioner Andekson. And in threatening the Union Pacific with 
ruin if they did not come to his terms. 

The Witness. Well, I 

The Chaieman. You certainly have an opinion. 

The Witness. What is the use of asking ! Yes ; that is my opinion. 

Q. What is your judgment! — A. That is not the duty of a director, 
of course. 

Q. What is not ? — A. To plan to build a rival road 5 that does not 
come within his duties 5 of course not. 

Commissioner Andekson. Is it not a violation of his duties, as you 
understand it ? 

The Witness. Yes, sir; certainly. 

THE NUMBER OF TRANSCONTINENTAL LINES. 

By the Chairman : 

Q. Then he was not acting in good faith, in the interest of the Gov- 
ernment, at that time ? — A. No. 

Q. How many roads now cross the continent! — A. There is the At- 
chison ; I do not know whether there is a San Francisco road, as an in- 
dependent outlet, or not. 

Mr. John F. Dillon. It has a line from San Francisco, as I under- 
stand it. 

The Witness. There are four or five. 

Q. How many have been built since this threat of Mr. Gould to build 
a cohipeting line ! — A. All of them have been built since then. 

Q. How have they affected the business of the Union Pacific! — A. It 
has lowered the rate very much by competition. 
. Q. Have they lowered it to such an extent as to bring about the re- 
sults that you contemplated the competing line you thought Mr. Gould 
was going to build would have ! — A. Ever since that time it has be- 
come more and more apparent, and it has been developed here, that a 
large part of the earnings of the Union Pa<5ific are not in the transconti- 
nental business. Perhaps at that time we overrated the importance of 
that through business. It has been developed more and more since 
then that the larger part of the earnings of the Union Pacific road are 
not from transcontinental business. 

Q. So that the results that you expected at that time have not fol- 
lowed, or have not been so serious as you thought they would be f — As 
To some extent ; yes, sir. 

ABlLITt OF union PACIFIC TO PAY DEBT TO aOVEBNMENT. 

Q. Yet you have five roads as against, at that time, one road compet- 
ing. What is the ability of the Union Pacific Eailway to pay the debt 
of the United States with interest! I ask your judgment as a director.— 
A. Any other railroad, if it were not harassed by the Government, its 
credit being good, would pay its first-mortgage debt by an extension 
easily and readily at a lower rate of interest than it pays now. The 
earnings of the Union Pacific are amply suflacient for that. The whole 
thing that the Union Pacific suffers under is the uncertainty attending 
it in its relations to the Government. 

Q. Growing out of what! — A. Well, growing out, in my boneet 
opinion, of WaU stireet very largely. 
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Q. You do not call that the Governmeutf — A. We do uot e^ill tbat 
the Government, no. There do uot seeui to be any fair attempts to set- 
tle the question with the Government with a fair extension of time and 
to put it on a proper footing with the GovernmeDt. Of course, I be- 
lieve that the Union Pacific is acting right, because I am a part of it 
and Toto for it, and all that. Tliat is most decidedly my opinion. 

THJl aOVERNMBNT'S TREATMENT OF UNION PACIFIC. 

Q, How has the Government harassed the Union Pacific llailwayf — 
A. There are endless suits, which have almost always been decided in 
our favor, I Uiink we have made very few claims that have not been 
sustained. I am no lawyer, but as to the Justice of the Thurman 25 
per cent., I never believed in it, and do not today. 

Off That bill was passed in 1878, was it notf — A. I do not remember. 

Mr. Holmes. Yes, sir. 

Is it not the fact the Union Pacific stocks and bonds have appreciated 
in value since that day? — A. I dare say they may have. 

Q. Then it was not the effect of legislation that depreciated the 
stocks and bonds of the Union Pacific ? — A. I did not mean to inti- 
mate tbat. As long as you ask my opinion about that, it is fair to say 
tbat X tbiiik that was a case of oppression against the road. You asked 
me how it affected the road. 

HOPINO FOB GOOD RESULTS FROM THIS INVESTIGATION. 

The Ohaibman. I asked you later how the road had been affected by 
legislation. 

A. I do not doubt that some very favorable results may come from 
this Commission and inquiry, but my impression was that this was 
originally started in Congress because of the proposition made to 
extend the debt, &c. ; and it was a way to kill that proposition for 
that session. I hope for .some good results. 1 am pleased with the re- 
sult of having the investigation, and all that. As we have always 
said, and always shown, the books are open, and wo are thankful for 
tlie investigation on every and any point. I hope a good result will 
come from this, because there are other matters included in your pow- 
erej but I believe, at the beginning of this thing, that because there was 
a proposition to settle with the Government, this was an easy way to kill 
it and go on. 

Q. But it is a fact, I think I can assume, that since the legislation of 
1878 the stocks and bonds and the valuables of the company have ap- 
preciated very much during the period when there was very little legisla- 
tion and there was seemingly no annoyance arising on the part of the 
Government, the stocks depreciated very much, so that it could not be 
from any annoyance on the part of the Government. — A. At one time or 
another— I do not mean to trace it to that — there have been panics and 
speculations in the stocks that have depreciated them. It was not any 
action on the part of the Government, that I remember now, that drove 
the stock down to 30, a fall of $100 a share. But that the stock suffers 
continuously, and always from being under the direction of the Govern- 
ment, I tbipk nobody doubts. 

f 

Hi: NET .EARNINGS. 

By Mr. John P. Dillon : 
Q. Tbe original acts required an account of net earnings to be kept 
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without undertaking to clefiue what net earnings consisted of, and re- 
quired 5 per cent, of that to be paid the Government, to be applied on 
the bond and interest account. That 5 per cent, provision remains in 
force, notwithstanding the Thurman act, to this day, and is the only 
requirement as applicable to the Kansas Pacific. In 1878 came the 
Thurman act, which required the company, including the 6 per cent., to 
pay 25 per cent, of its net earnings to the Government, Why does such 
an arrangement necessitate disputes with the Government ; we have 
had a great many ; now why is it 1 — A. What constitutes net earnings 
is the question. No two men, honestly trying to get at that, will agree 
as to what constituted net earnings. It has never been clearly defined. 

Q. It is a question what expenditures should be charged to operating 
and what ought to go to construction accounts ? — A. Certainly. 

Q. And their is no fixed line to divide them, is there ? — ^A. S"o, sir. 

Q. In the case of a dispute of that kind between two companies is it 
easier of adjustment — and if so why — than a dispute with the Govern- 
ment ? — A. The companies have a right to compromise a little, and they 
all do. The Government is brought up by law, and it cannot. There is 
nobody who has power to do it. 

Q. So that every dispute with the Government must end in a law 
suit ? — A. It must. That is our situation all the time, and I have the 
impression that we prevail in almost all difterences of opinion with the 
Government. 

LITIGATION AS TO NET EARNINGS. 

Mr. John F. Dillon. There have been three litigations with the 
United States that are reported in the Supreme Court of the United 
States, on the subject of net earnings — two in respect of 5 per cent, and 
one in respect of the Thurman act — in all of which cases the company 
has been sustained by the courts. 

Commissioner Anderson. Not on the Thurman act. 

Mr. John F. Dillon. Yes, sir. 

Commissioner Anderson. The court claimed that the Thurman act 
was not constitutional. 

THE «^MAIL" CASE. 

Mr> John F. Dillon. But in the mail case, and all the others, the 
Government retained $600,000 or $700,000 from the company on its con- 
struction of the net earnings, under the Thurman act, and the courts 
decided that the Government was wrong. 

PLAN OF SETTLEMENT. 

By Commissioner Littler : 

Q. I want to ask you one more question. Do you agree with the presi- 
dent of this company that it is for the interest of the company,^ as well 
as of the Government, that the law should be so changed as to require 
the payment of a gross sum instead of the payment on this net-earn- 
ings basis ? — A. Certainly. 

Q. You do?— A. It is very important. 

Q. Would such a modification of the law avoid all the litigation and 
difficulty ? — A. That is the object. We are having continual disputes. 

Q. If j'ou knew just how much money you had to pay every year, yon 
think it would be better ?-^A. I believe we could do everything. -Bis 
something like that tariff question. We could accommodate ourselves 
to it, if we know what would be. 
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By the Ohaibman . 

Q. How much can you pay ? — A. If we could have a fixed, sure thing, 
it would be very easy to find out. 

Q. You would not be willing to make a guess ? — A. Oh, its too big a 
8am to guess about; when you come to talk about that, I think that 
Thafman act was a simple outrage. 

The Chairman. If you have any further information that you desire 
to g\ve us, you can do so. 

The Witness. No, I think you have got all the information I can 
give. 1 hardly like to have such liberty as that given, without express- 
ing my opinion that this company is being treated very badly by the 
Ck)vernment, and, more than that, that it is for the interest of the Gov- 
ernment, just as well as it is for this company's interest, to settle all 
this matter^ and take it out of the courts, by a fixed payment, and the 
extension of the debt to a proper time on easy terms of payment. I 
never before heard of a creditor who hounded his debtor as we have 
been hounded, and I cannot,' for the life of me, see the sense of it. It 
is true we are not treated by the Government, and never have been 
treated, as one man should be treated by another. I never could see 
the sense of that. 

By Commissioner Anderson : 

Q. Are you in favor, in case you could get such a settlement of your 
dif^culties with the Government, of adding to your security out of a 
portion of your property and investments, which are claimed to be free 
from the Government lien, so as to increase the security of the Govern- 
ment? — A. Yes, sirj I should advocate giving any amount of security 
to the GovernmcDt. Anything looking like abandoning this road to the 
Government, which some people talk about, is the sheerest nonsense 
in the world. We believe we have a good property, and we stand by 
it. Mr Ames statt^d yesterday that he had five millions before, and he 
has got it now. If we are going to desert the ship, like rats desert a 
sinking ship, it is something I do not know of. 

The Chairman. Have you anything further to say ? 

The Witness. No, sir: I have not. 

F. GORDON DEXTER. 



Equitable Building, Boston, Mass., 

Thursday, May 26, 1887. 

EZRA H. BAKER, being duly sworn and examined, testified as 
follows : 

By Commissioner Andeeson : 

Question. You are a director of the Union Pacific Company ? — An- 
swer. Yes, sir. 

Q. How many years have you been such director ! — A. I have been 
director since March, 1876. 

A dibectob of the union pacific co:mpany. 

Q. On what committees have you served?— A. I have been on the 
finance committee, and possibly on one or two other committees, the 
executive committee principally. 

47 P B 
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Q. Tou have heard the testimony of the other witnesses in regard to 
the relations existing between the Kansas Pacific and the Union Pacific 
before the attempted adjustment. I do not mean the consolidation, but 
before the attempted adjustment that was made under the pooling con- 
tract for pooling all their business together. — A. Yes, sir. 

Q. Does the statement that you have heard made by the other wit- 
nesses agree with your own judgment ? — A. The pool as between the 
roads escaped my mind altogether. I see nothing to object to lu that. 
You do not refer to the purcliase of the securities? 

SEES NOTHING TO OBJECT TO IN THE POOL. 

Commissioner Anderson. No ; I refer to the general question that 
their relations were hostile from 1874 until 1877 or 1878. 

The Witness. Yes, sir. 

Commissioner Anderson. And that after that period there was more 
or less unity of interest arising out of the purchase of the securities of 
both roads hj the oflBcers of both roads, and so that they began to come 
together ! 

The Witness. Yes, sir. 

Q. We do not want to spend any more time over that story, if it has 
been correctly told. 

The Witness. Yes, sir; I agree with them in that. 

Q. What was your interest in Union Pacific in 1879? — A. I have re- 
ferred to my books in reference to this to see what I had at the time of 
the consolidation, and it was practically the same at the time of the 
consolidation that perhaps it was six months before, according to my 
best recollection. On the 1st of February, 1880, 1 held 3,037 shares of 
Union Pacific stock. 

Mr. John F. Dillon. The par value was what! 

The Witness. $100 a share. 

Q. During the year 1879 what interest, if any, did you acquire in the 
securities of the Kansas Pacific ? — A. I had a half interest in a sub- 
scription of $30,000. My firm held it, and I had one-half interest. I 
will give you my interest, if you please. 

Commissioner Anderson. Do so. 

The Witness. Fifteen thousand dollars, which I acquired and paid 
for, apparently, on the 27th of March, 1879. 

Q. Interest in what ? — A. In the Kansas Pacific. 

Q. Stock or bonds, or what securities? — A. I got for that probably a 
certificate. I do not remember now, but ultimately for that certificate 
and for that $15,000 1 received $15,000 consolidated bonds ; $2,000 Den- 
ver extension bonds, $175 in coupon certificates, and 548 shares of 
Kansas Pacific stock. 

Q. Do you know how that stock came in, or from whom it was de- 
rived ? — A. I always understood that Mr. Gould got the securities to- 
gether, and I suppose that my interest came out of that. Probably ia 
connection with Mr. Ames and Mr. Dexter. 

Q. Did you hear at this time of the existence of this pooling agree- 
ment for scaling the securities down f— A. I presume I did. 

Q. Then this interest which you acquired was doubtless an interest 
in that pool, not directly, but that you would take such a proportion as 
that amount of money would entitle you to receive ?— A. Yes, sir. 

Q. Then the stock that you received cost you nothing outside of this 
subscription of $15,000 ?— -A. NO; sir. 
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ACQUIRED AN INTEREST IN SAINT JOSEPH AND WESTERN IN 1879. 

Q. Had you acquired, in the year 1879, auy iuterest in the securities 
of the Saint Joseph and Western I — A. Yes, sir ; I acquired $20,000 
bonds and 95 shares of stock on the 27th of June, 1879. 

Q. What was the price paid for the bonds ? — A. 1 i)aid 10 for the 
bonds, and I had the stock thrown in. 

Q, How did that transaction come about? — A. I bought the bonds 
from Mr. Gould personally. 

Q. Can 5 on tell us a little more how it was developed, and how you 
came to know that he had them for sale ? — A. Mr. Ames, 1 think it was, 
according to the best of my recollection, told me of his naving some — 
of Mr. Gould having made a purchase of that wiiole thing — and I bought 
it the same as I would buy anything eUe in tlie market. 

Q. What I want to get at is whether Mr. Gould suggested that he 
would like to have the directors take an interest in this purchase, or 
whether they went to him ? — A. My impression is that in this case I 
suggested that he had better let me have some of those bonds. 

Q. You suggested he had better let you have some ? — A. That is my 
recollection. 

Q. Do you think you suggested the price also ? — A. It was under- 
stood that it was to be at what he paid for them. 

Q. Why should you suggest to him that he should let you have the 
bonds at the same price that he had paid ? — A. Only that the others 
seemed to have some, and there did not seem to be any reason why he 
should not let me in as long as the rest were in. 

Q. Do you remember the facts connected with the writing of the letter 
to Mr. Humphreys and Mr. Dodge in regard to an examination of the 
roads ? — ^A. Since I have seen that letter my memory has been refreshed 
a little in connection with it. In a general way I recollect it. 

CONSOLIDATION DISCUSSED. 

Q. At that period the question of a possible consolidation was a 
matter of discussion among the parties in interest, w^as it f — A. Yes, 
sir : it had been at the time that letter was written. 

Q. Did you have discussions with Mr. Gould on this subject in Oc- 
tober, 1879! — A. I have no recollection of any particular conversation. 
I presume that, in connection with the others, we had general discus- 
sions about it. 

Q. What is your recollection of his attitude in October, 1879, before 
he bought the Missouri Pacific, at the time this letter was written, in 
which he joined with the other gentlemen? — A. According to the best 
of my recollection the matter of consolidation had begun to be talked 
about. The road was earning more money, and there was apparently 
a better reason for consolidation. 

Q. When you 'say <Hhe road," you mean the Pansas Pacific? — A. I 
refer to the Kansas Pacific; and that letter was the outcome of it, look- 
ing to consolidation if the terms could be made satisfactory. 

Q. The question is, what your recollection is of Mr. Gould's attitude 
at that precise period? — A. I have no definite remembrance, as far as 
that goes. It is only general, that he was disposed to consolidate. 

GOULD DISPOSED TO CONSOLIDATE. 

Q. He was disposed to consolidate on certain terms? — A. Yes, sir. 
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Q. Do yoa recollect anytbing about the terms that lie first insisted 
upon or suggested? — A. No, sir; 1 have Done in my mind. 

■ Q. Do you remember that at any time Mr. Gould ever suggested that 
the Kansas Pacific stock should be represented in the consolidation on 
more favorable terras than the Union Pacific stock! — a. No, sir. 

Q. Do you remember the fact that Mr. Gould bought the Missouri 
Pacific in Novemberf — A. Yes, sir. 

Q. Did any change in his attitude to the Union Pacific follow that 
purchase ?— A. I think it did. 

Q. Please describe what occurred, and what effect it had on the Bos- 
ton people. — A. I had very few conversations with Mr. Gould person- 
ally in reference to the matter. Most of my information came through 
Mr. Ames or Mr. Dillon or Mr. Dexter, who.had the ear of Mr. Gould 
more than I. I was influenced largely by their judgment in all these 
matters. 

Q. Do you remember, as a matter of fact, that a great deal of alarm 
was the result of Mr. Gould's position after the purchase of the Missouri 
Pacific? — A. Yes, sir; I felt that way. 

Q. And you gentlemen all went on to New York? — A. Yes, sir. 

Q. More than once? — A. We must have gone on several times. That 
interview at which Mr. Dexter drew up the memorandum was the only 
one in which I was present at Mr. Gould's house. 

Q. These visits to New York, then, were all between the time when 
you heard of the purchase of the Missouri Pacific and of Mr. Gould's 
intimation that he might extend it in connection with the Kansas Pa 
cific, and the period of the 14th of January? — A. I do not recall any 
visits to New York except this. The probability is that our. informa- 
tion may have come through the ofiSce in the regular way, or perhaps 
through one of our directors going on there and having a conversation. 

Q. The only visit you recall making yourself is the visit of January 
Ut— A. Yes,' sir. 

Q. How did you come to go on? — A. I presume at the invitation of 
my associates. 

Q. My question is, mainly, whether Mr. Gould sent you an invita- 
tion ? — A. I think not. 

Q. You all went on together and went to Mr. Gould's house! — A. 
Yes. 

Q. Please describe that interview, as you recollect it, in the order of 
events. — A. I have no order in my mind further than we went over 
and had the matter under discussion. There is no order that lies in my 
mind in connection with it. Mr. Gould acquiesced finally in the justice 
of the arrangement, and the paper was drawn up. 

Q. Do you remember whether at first Mr. Gould asked one price for 
his Kansas Pacific stock in the consolidation, and subsequently changed 
his price? — A. As it lies in my mind, it was a question of consolidation 
or not. It was as to whether he should connect it with his other sys- 
tem, or connect it with ours. I have no recollection of any difference 
in the terms demanded. 

Q. You have no recollection, then, of any change or concession on the 
part of Mr. Gould at any time from October to January, mieaning by 
that a concession of price in the terms which he asked for the Kansas 
Pacific? — A. I have not. 

Q. Then, after Mr. Gould had finally conceded that the consolidation 
should go through, your recollection is that Mr. Dexter prepared the 
paper, and it was signed just as these gentlemen have signed!— A. Yes, 
sir. 
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Q, Did yon at the time ichis meeting was held know anything about 
the circumstances under which Mr. Gould had acquired title to the Cen- 
tral Branch! — A. I heard of it at the time of the purchase ; 1 presume 
I knew it. 

Q. Did you at that time have any personal knowledge of the Central 
Branch road itself? — A. I never went over it. 

EARNINGS OF CENTRAL BRANCH. 

Q. You did not know what its earnings were! — A. Only as I heard it 
from the parties in interest, that they were very large. Governor Ames, 
I know, told me at that time that they were earning very large amounts 
of money, and he had a very high opinion of the stock. 

Q. But at the time this paper was signed you had only general infor- 
mation in relation to it ? — A. Excepting I knew that the purchase had 
been made. 

Q. In regard to knowing that the purchase had been made, you knew 
that from whom? — A. It was common talk. I could not mention the 
person who told me. 

Q. The price paid was what ? — A. The price paid I understood at the 
time. 

Q. Was it $239 a share"? — A. Whatever it was, I understood at the 
time. 

Q. That was a very unusual price for a railroad out West, was it 
nott — A. It was considered a round price. 

Q. We want to be told how far, before agreeing to give Mr. Gould 
such a price as the price named, you had examined to see whether it 
would be a paying purchase or not? — A. In addition to the earning 
capacity of the road there was the other feature — the fact that they 
were building west and threatening to go to Denver. That was another 
very potent element that came in connection with our movement in the 
matter. 

Q. In that point in view, the price, as forced upon you, had no rela- 
tion to the actual value of the purchase, but was in the nature of a dic- 
tation of terms by rivals in business, was it not? — ^A. The road was 
actually earning a great deal of money at that time. It was stated, I 
know. Mr. Ames' feeling was that it was worth what he was getting 
for it. 

THREATENED LINE TO DENVER. 

Q. I am talking now of the reason assigned by you for conceding this 
price to Mr. Gould, that in addition to its earning capacity your language 
was, I believe, that there was the other consideration, that they threat- 
enea to extend the road and make a through line to Denver. In regard 
to that position of the matter, it was in the nature of compulsory terms 
forced upon you by rivals in business ? — A. That element entered into 
it, in that respect. 

Q, In regard to the Kansas Central, which appears to have been 
covered by this agreement, what knowledge had you at that time ? — A. 
I had no personal knowledge whatever. 

Q. In regard to the St. Joseph and Western, you were the owner of 
some bonds. How far had you examined or looked into the road ? 

The Witness. At the time I made the purchase ? 

Commissioner Anderson. Yes. 

A. Kot at all. 
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Commissioner Anderson. I mean at the time you signed, on the 14th 
of January, 1880. 

The Witness. I have no recollection now of having any statement 
of earnings. 

Q. Do you remember whether the subject of what Mr. Gould, who, I 
beli'iVQ, was known to be the owner of the controlling interest at that 
time in the Saint Joseph and Western, should receive for these bonds 
was discussed at that meeting? — A. I think not. No, I think there was 
no discussion upon it. 

Q. Who fixed the price ? Who said that part ought to be paid for 
these bonds!— A. According to the best of my recollection, it was about 
the market price at that time, and it was a part of the whole trade, as 
it were, the whole consolidation. 

Q. Yes, sir; but as $239 was fixed for Central Branch, somebody 
must have fixed some price or other for Saint Joseph. Was it not Mr. 
Gould who said he wanted par for these bonds ? — A. Very likely it was. 

NO PROTRACTED DISCUSSIONS. 

Q. You do not think there was any very protracted discussion on 
that point in the arrangement, do you ? — ^A. I should think not. SOj 
sir, I have no recollection of it. 

Q. As a matter of fact, was not Mr. Gould's position, during that in- 
terview such that if he conceded the consolidation the directors felt 
that they could not discuss the question whether par for the Saint 
Joseph bonds was a proper price or not ? — A. They would not have lost 
the consolidation for a matter of 10 or 20 per cent, in the value of the 
Saint Joseph bonds. 

Commissioner Anderson. Whether it was a million or half a million 
dollars. 

The Witness. I think I recall, in regard to the stock, that the value 
of the Saint Joseph and Denver soCk, which was put in at 20, was 
actually worth some 35 or 40 in the market. That is my recollection of 
it. So that there was a concession, as far as that is concerned. 

Q. When you say it was worth 35 or 40 in the market, do you refer 
to any sales of which you have any knowledge? — A. Only as it was 
quoted in the market. My impression is that it was quoted in the mar- 
ket, on the stock exchange, at that price. 

Q. Do you know it was not a listed security? — A. I was not aware 
that it was not. 

Q. Do you know how a quotation of an unlisted security is made in 
New York? — A. I am well aware that quotations can be arranged, if 
the parties are disposed to do so. 

Q. Do you know the difference between the quotation of the listed 
security and the quotation of an unlisted security? Do you know how 
the newspapers obtain the one, and how they obtain the other? — A. I 
presume from the record of actual sales. 

Q. Did you know that the quotation of a listed security is obtained 
from an actual sale, publicly made in the stock exchange, whereas the 
quotation of an iiulisted security is obtained by merely going from office 
to office and being informed by brokers of their best judgment of the 
bids and offers for the unlisted securities? — A. Undoubtedly the mar- 
ket price can be fixed as well in one case as in the other. It is not nec- 
essary to have a stock exchange in order to fix values for stock or to fix 
negotiations for stocks 



EZRA H. BAKER. 743 

ARE QUOTATIONS OF UNLISTED SECURITIES RELIABLE? 

Q. In your judgment, is the quotation of an unlisted security, dealt 
in only from office to office, as reliable an evidence of value as the quo- 
tation of a security frequently dealt in and sold at public auction in a 
large exchange!— A. I think it may be. 

Q. When you signed this paper had you any information about this 
Denver Pacific stock f 

The Witness. Do you mean as to the market value of it ? 

Mr. Anderson. As to how it was held. 

A. I cannot say that I had much. 

Q. Did you know it was included in the schedule of securities as- 
signed to the trustees of the Kansas Pacific consolidated mortgage ! 

The Witness. The Denver Pacific stock ? 

Commissioner Anperson. Yes. 

A. I heard about that stock at the time, and about the effort being 
made to take it from the trust by order of the court. 

Q. From whom did you hear of that? — A. From some of our directors. 
I cannot say. 

Q. My prior question was, when you signed this agreement did you 
know that that stock was held by the trustees'? — A. Oh, no, sirj I do 
not recall any special reference to that stock at that time. 

Q. All you know of the proceedings by which it was taken out is such 
information as you heard from others ? — A. Yes, sir. 

Q. Did you ever hear Mr. Dillon speak of it ? — A. I think very likely. 

Q. Did he ever tell you that he had been a witness ? — A. The only 
means of information 1 had was from some of our own people. 

Q. Did Mr. Dillon ever tell you he had beeu a witness in the proceed- 
ing instituted for this purpose ? — A. I have no recollection. 

THE KANSAS PACIFIC CONSOLIDATION. 

Q. You voted for the consolidation on the 24th of January 1 — A. Yes, 
sir. 

Q. Do you remember Mr. Chadwick, a Government director, being 
present! — A. Not specifically. 

Q. Do you remember the fact that he voted against the consolida- 
tion ! — ^A. It has been called to my mind since. 

Q. Does that recall the fact to your mind f — A. Not specially. 

Q. I mean you do not remember that he made any opposition to it? — 
A. I do not recollect any opposition whatever on the part of any Gov- 
ernment directors at that time. 

Q. Have you given the subject of these branch roads any special at- 
tention ? — ^A. Yes, sir; I have in common with the other directors. 

V\nTNESS' INTEREST IN BRANCH ROADS. 

Q. Have you had any interest in the bonds or stocks of any of the 
branch roads!— A. I believe I am a holder in the stock of the Utah 
and N^^orthem^ I thiok that is the only one; I think I have got a little 
stock in that road. I also have some stock in the Oregon Short Line. 
Perhaps two hundred shares in the Utah and Northern. 

THOSE BRANCHES WHICH RESULT IN LOSS TO UNION PACIFIC. 

Q. Which of these branches have, in your judgment, resulted in a 
loss to the Union Pacific? — A. I think the Denver and South Park 
there is no question about; it has resulted in a loss. 
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Q. Has the Kausas Ceutralf — A. The Kansas Central also. The 
question is wLetber tbe loss there has not been offset by the prevention 
of some other line going in there that might have hurt us still more; 
that is problematical. 

Q. Do not a large number of these branches show deficiencies?— A. 
Yes, sir; they do, some of them, as appears from the books. 

Q. But these two are the only ones that you can recall by name?— 
A. The Oregon Short Line did not earn its interest last year. The 
Union Pacific was obliged to pay the interest, as appears from the 
books; but unquestionably the amount of business that the Oregon 
Short Line gave to the Union Pacific would offset any deficiency in 
that respect. 

SAINT JOSEPH AND GRAND ISLAND ROAD. 

Q. How did the Saint Joseph and Western or Saint Joseph and Grand 
Island operate between 1880 and 1884 ? — A. It was nominally a drag 
upon the road ; but, in reality, I believe the Union Pacific got enough 
out of it to offset any deficiency. 

Q. Do you know how it got the return out of it that it did ; was it 
by sale of bonds ? — A. No ; I refer now to business entirely. 

Q. You think the earnings of the road itself, without reference to tbe 
reorganization, resulted in a balance which was in favor of the com- 
pany ? — A. At least in not a very heavy loss. I only state it as a mat- 
ter of opinion, without any figures to warrant it. 

Q. Do you include in that estimate interest on the price paid for the 
bonds: do you think that 4^n charging up interest and operating ex- 
penses there was no loss ? — A. It is possible there was a loss, when you 
come to charge all the interest up. 

Q. Do you know anything about a negotiation that was made of tbe 
bonds of that road, after the reorganization, or the guarantee given by 
the company on the bond ? — A. That was done year before last. 

Q. It went through Kidder, Peabody & Co., did it? — ^A. Yes, sir; 
that was done year before last ; it is a matter of record on the books. 

Q. Do you know, as a matter of fact, that the Union Pacific has 
guaranteed the interest, I believe, on the whole issue of $7,000,000?— 
A. Yes, sir. 

Q. Was it, in your judgment, through such guarantee that it was 
enabled to sell the portion of its own bonds that it did sell ! — ^A. I do 
not think they could possibly have sold the bonds at 105, which was 
the price we got for them, without the Union Pacific guarantee, at that 
time. 

Q. The Union Pacific today owns none of these bonds, does it f—A 
None : they were all sold. 

Q. Do you know anything about the earnings of the road within the 
last year or six months ? — A. I understand its earnings were more than 
its interest. Its earnings were enough to pay interest ui3on some of the 
junior securities. 

Q. Do you know how their earnings have compared within the !»»* 
two months, as compared with a year ago ^ — A. I have not seen a state- 
ment. 

BUSINESS INTERESTS OF DIRECTORS. 

Q. Iaskyouthisquestion,tai:enfromtheact: are you now or have you 
been, directly or indirectly, interested, and to what extent, in any other 
railroad, steamship, telegraph, express, mining, construction or other bus- 
iness company or corporation, with which any agreements undertaken 
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or leases have been made or entered into ? I presume the question is 
intended to be limited to companies vvhi(5h could by possibility be af- 
fected either favorably or unfavorably by the operation of the Union 
Pacific. — ^A. I have never been interested in any construction company 
whatever, whereby I have ever made a dollar, to the best of my knowl- 
edge and belief, out of the Union Pacific company. 

Q. Will you make that broader than " construction company "? — A. 
It is intended to cover the question that you have gone over. If you 
will repeat it, I will answer more fully : '* Construction or other com- 
pany," you can add to that. 

HOLDINGS IN UNION PACIFIC AT PRESENT. 

By John F. Dillon : 

Q. How much stock havejou, or your firm or family through interest 
with you, in the Union Pacific at this time f — A. The stock that I 
represent, including my partner and my family, is over 10,000 shares. 

t^. How much par value is that If — A. A million of dollars. 

Q. What was the amount of the same interest at the time of the con- 
solidation in 1880 f You have stated that your own was what ? — A. 3,037 
shares, I think I said I owned at that time. 

y. How much did you represent! — A. I should «ay we had a little 
more than we have now ; 2,000 or 3,000 shares, perhaps. 

Q. That is to say you had at the date of the consolidation, or repre- 
sented, about a million dollars in the par value of the stock of the 
Union Pacific Company f — A. Yes, sir. 

Q. You had 548 shares of Kansas Pacific stock, amounting, at the 
par value of $50 a share, as you have stated it, to $27,400: Is that 
right? — ^A. That gave me 274 shares Union Pacific. 

Q. It would be double that ? — A. Yes, sir. 

Q. So that you had $27,400 Kansas Pacific against a million dollars 
of Union Pacific ! — A. Yes, sir. 

nOLDINaS IN union pacific on JANUARY 14. 

Q. Now, when you and Mr. Ames, and Mr. Atkins and the others 
who signed the agreement, or memorandum, rather, of January 14th, at 
that interview, what interest did you represent at that time? — A. The 
amount I have just stated, upwards of 10,000 shares, according to the 
best of my recollection. 

Q. Did you understand yourselves to be there as the representatives 
of the Utiion Pacific interest f — A. Entirely so. We were doing what 
we thought best for the Union Pacific's interest. 

Q.* Did you get the best terms you thought were practicable? — A. 
Yes, sir 5 we did the best we could. 

Q. Of course your judgment approved the arrangement at that time^ 
did it ? — A. Yes, sir. 

Q. Was that arrangement, as you understood it, forced upon you by 
Mr. Gould, or otherwise ! I want your understanding of that. — A. Ko^ 
sir ; it was not forced upon us by Mr. Gould. 

ALL GLAD TO CONSOLIDATE. 

Q. State whether or not you regarded it as a hard bargain at the time 
for the Union Pacific, under the circumstances. — A. I think we were* 
all glad to make the trade at that time, on the terms upon which we 
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did make it. If it had been nine months earlier it woald have been a 
different matter. I do not think we should have felt so at all. 

Q. Looking back at it now, over the lapse of seven years during which 
you remained connected with the road and its management; what is 
your present judgment as to whether it would have been wiser to have 
declined the consolidation, or to have made it ? — A. I think it was wiser 
that we made it. 

THE CENTRAL BRANCH. 

Q. Have you any doubt on that subject ? — A. Not the slightest. 

Q. This memoranda states that the Central Branch was to be put into 
the arrangement at what it had cost Mr. Gould. Do you know whether 
that arrangement was carried out. Is that your understanding ? — A. I 
understand the company bought the stock of Mr. Gould at what he paid 
for it. 

Q. Will you state to the Commission whether that was one of the terms 
which was insisted on by Mr. Gould, that you should take that off his 
hands, or what was the fact in that regard f — A. Either at that time or 
earlier, my impression is that Mr. Gould preferred to retain the Central 
Branch for himself, but our people thought it would not be advisable 
to have him do so. 

Q. He had only bought it the November previous? — A. Yes, sir. 

Q. Mr. Ames testified that it was the Upion Pacific party that wanted 
the Central Branch put in. I ask you for your own recollection. Is 
your answer second before the last your present recollection! — A. Yes, 
sir. 

Q. Is the same true as to the Kansas Central ? — A. I do not remem- 
ber. 

NO DIRECTOR INTERESTED IN CONSTRUCTION OR OTHER CONTRACTS. 

Q. Since 1873, excluding the Credit Mobilier matter from review, as 
that is the line that has been drawn here, do you know of any director 
being interested in the construction or other contract, so as to make a 
I>ersoual profit at the company's expense ? — A. Ko, sir. 

Q. State whether you have any reason to suppose any such thing !— 
A. No, sir; I have no reason to suppose any director has. 

Q. I will inquire whether you held any of the bonds of the Union 
Pacific at the date of the consolidation ? — A. Yes, sir. 

Q. How much and what? — A. I owned 134 sinking-fund bonds. 

Q. One hundred and thirty four thousand dollars'? — A. Yes, sir. 

Q. Is that all ? — A. Yes, sir. 

Mr. John E. Dillon. That is all, unless you have somethimg that 
you think material to state here. 

DENIAL THAT LEGISLATION HAS BEEN INFLUENCED BY UNION PACIFIO. 

By the Chairman : 

Q. Do you know of any money being paid by the Union Pacific Rail- 
way Company to influence legislation ? — A. No, sir. 

Q. Did you ever hear of such a charge ?— A. No, sir. 

Q. You never heard of such a charge ? — A. Oh, I do not say that I 
never read of such charge, because we have been charged with almost 
every crime that there is on the calendar. 

Q. Would you, as a director, be in a position to have a knowledge of 
such a fact if it existed ?— A. If there was any considerable amoont 
paid I think I should be very likely to hear something about it. 
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VIEWS CONCEENINa aOULD'S CONDUCT. 

Q. How did you regard Mr. Gould's conduct at the time of the con- 
solidatiou; as that of a friend to the U nion Pacific Eailroad Company ! — 
A. I look at the matter from a little different point of view from what 
Mr. Dexter did. I think that his conduct at that time as a Union Pa- 
cific man was very proper indeed, because I feel that the rest of us were 
trying to bring about exactly what we persuaded him to do. Therefore 
[ think he did right. 

Q. Do you recall his invitation to the directors in 1878, after the 
passage of the Thurman act, to go outside of the Government line and 
build a competing line f — A. I do not remember that. But I know that 
he said to mo once that he had a great mind to build a competing line 
outside of the Grovernment line. 

Q. What would you regard such conduct on the part of a director or 
trustee of so large an interest as the Government has ? — A. He proba- 
bly did not regard himself as a trustee of the Government. 

Q. Was he not a trustee of the Government at that time f I am speak- 
ing of a trustee synonymously now, as a director. — A. Of course, a di- 
rector is bound to look out for the best interests of his company. There 
can be no question about that. 

Q. Do you think he was looking out for the best interest of the Gov- 
ernment at that time, when he made that threat, or made the sugges- 
tion ! — A. I doubt very much if he had that in mind. 

Q. Was it in the best interests of the company f — A. No, sir. 

INTEREST TAKEN BY aOVERNMENT DIRECTORS. 

Q. Did you attend all the meetings of the board of directors during 
the time of the consolidation, and subsequently have you been a regular 
attendant of the board meetings ? — A. I think so ; yes, sir. 

Q. Have the Government directors attended the meetings f — A. We 
have had, and almost always whenever we could get them, a repre- 
sentative of the Government attend the meetings. 

Q. What interest did they take in questions that were brought before 
the board f — A. Of course, in the executive meetings we only have one. 
So far as I recollect them, they have taken a good deal of interest. 

Q. What interest did they take in the discussion of the question of 
the consolidation in 1879, in the fall f — A. It is only an impression that 
lies in my mind, and that was that they approves! of the general plan 
at the time. 

Q. Were they informed beforehand of the thought of the board to 
make some sort of an agreement or consolidation ? — A. I have no spe- 
cific knowledge of their having been informed. 

Q. Was any discussion had with them in which they took partt — ^A. 
I have no recollection other than they had the same discussion that the 
o|:her directors of the company did. I have no recollection of the di- 
rectoi-s of the company having a sepaj*ate meeting ; that is, a meeting 
outsideof the Grovernment directors. That is what I mean. I think 
they had a fair ohance to understand the whole business that was be- 
ing done. 

By Mr. John F. Dillon : 

Q. What is your business? — ^A. I am the president of a trust com- 
pany. 
Q. Give the name of i t ? — ^A. The American Loan auA TtwvX Gom\>^ws • 
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Q. Do you recollect whether Mr. Gould was a director on January 
14, 1880, of the Union Pacific Company ! 

The Witness. On that particular day ? 

Mr. John F. Dillon. Yes, sir. 

A. I should have said he was until the question of his resignation 
came up. 

Q. You did not know that he had resigned, so far as you can recall, 
a few days before ! 

The Chairman. On that morning. 

Commissioner Anderson. It was dated on the 10th, but the parties 
all agreed that it was not made public until the meeting of January 24, 
so far as has been testified. 

Mr. John F. Dillon. I am asking whether he knows about it. 

A. Yes, sir; I remember his resigning; but it lies in my mind that 
he resigned and came back into the boanl again. 

NO DESIGN TO ABANDON UNION PACIFIC TO THE GOVERNMENT. 

Q. There has been some statement that I have seen in the press of a 
design on the part of the directors of this company to abandon the road 
to the Government. Has there ever been any such discussion, to your 
knowledge, or thought in the minds of the directors? — A. No, sir; it 
has been the desire of the directors of this company since I have been 
connected with it, and, in fact, I think I may say from the commeDce- 
ment (because my father was a director before I was, and I have some 
of the traditions of the company in my mind) that they always wanted 
to fulfill all the honest obligations of the road, and I believe they have 
done so to this time. 

WITNESS' INTEREST IN THE UNION PACIFIC PARTLY INHERITED. 

By the Chairman : 

Q. Did you come into the possession of your interest in the road 
through your father ? — A. Partly. 

Mr. John F. Dillon. Do you want to ask him anything about his 
judgment, as a director, as to the proper method of dealing with this 
subject! 1 think the company ought, perhaps, to formulate their views 
at some state of this investigation. 1 have no objection to asking him^ 
or to your asking him. 

The Chairman. Yes; we would simply like to know your judgment 
as to the ability of the company to meet the demands of the Government. 

ABILITY OF UNION PACIFIC TO PAY GOVERNMENT LIEN. 

The Witness. I think it is only fair for the Government to encourage 
the road. I know it has been the desire of the directors here in Boston— 
I say "here" because we have been, perhaps, more directly identified 
with the road since its formation than they have in New York— that 
every honest obligation of the road should be paid. Of course it is a 
matter of history that we have been harassed, from one cause and an- 
other, owing to the relations that we have had with the Government; 
and it seems to me only right that some arrangement should be made so 
that we should have a few years oi comparative ease and comfort. 

Commissioner Anderson. I think the question was addressed to you 
more with reference to the ability of the road than to its willingness* 
The financial power to pay. 
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« 
WITHOUT CHANGE OF TREATMENT, OTHER MANAGERS NECESSARY. 

The Witness. I am coining to that. If matters were to go on as they 
have for the last five years, I think they would have to find some other 
managers than these here, because I think I can speak for several in 
saying that they are tired of the burden. We have been carrying the 
stock without getting any dividends for a long time, and if the owner- 
ship is thrown into Wall street, and left for wreckers to take possession 
of, I cannot see that the Government's interest would be good for much. 
It seems to me that the road wants to be encouraged, and a reasonable 
bill prepared so that we can pay the Government its entire debt in time. 
I believe we can do it. I do not see any reason why we cannot. 

A gross PAYMENT RATHER THAN PERCENTAGE OF NET EARNINGS. 

By Commissioner Littler: 

Q. In that connection, do you favor, as do Mr. Adams and Mr. Atkins, 
a modification of the law requiring the payment of a gross sum instead 
of payment of net earnings ? — A. I should say, yes, sir. I thiuk a stip- 
ulated sum each year on a long time would be the proper method. 

Q. Would such a law necessarily get the company out of this rut of 
litigation! — A. I think it would. I think the feeling now is that per- 
haps not the Government, strictly speaking, that is harrassing us ; that 
is, the representatives particularly of the Government. I do not think 
they have harassed so much. I think it is this constant introduction 
of troublesome bills in Congress that has the effect to keep the matter 
in constant agitation in the minds of the public, so that a great many peo- 
ple will not touch the securities of the Union Pacific for that very reason. 
They say, " We do not know what Congress is going to do next winter," 
and every winter, as certain as winter comes, somebody introduces some 
bill for the regulation of the Union Pacific, and it must be investigated. 
1 think we are all glad that you have come to investigate this thing to 
the bottom. We have all said that the road has been honestly man- 
aged, and we believe you will find it has been, before you get through. 

The Chairman. Have you any other suggestion ! 

The Witness. No, sir. 

EZRA H. BAKER. 

Mr. John F. Dillon. I would like to ask Mr. Ames, with your con- 
carrence, to formulate his views and submit them, and perhaps these 
other directors may have liberty to join in them. 

Commissioner Anderson. Of course. 

Commissioner Littler. We would be glad to have the directory pre- 
sent their views in one paper. 

Commissioner Anderson. We will give them a chance to be heard 
by counsel, if they wish. 

The Commission then adjourned to Friday, May 27, 1887, at 10 a. m» 



Equitable Building, Boston, Mass., 

Friday^ May 27, 1887. 

The Commission met pursuant to adjournment, all the Commissioners 
being present. 

ELISH^L ATKINS, being duly sworn and examined, testified as fol- 
lows : 

By Commissioner Anderson: 

Question. You are one of the directors of the Xymoul^^e^^^^^^^^A 
at present f—Aosirer. Yes, sir. 
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DIRECTOR SINCE 1869. 

Q. llow lon;^ have you been such director ? — A. I wad elected in 1869. 

C^. Have you been a director ever since ? — A. Ever since. I assumed 
ilie oiVwA'i of vice-president in 1874. 

Q. What committees have you served on? — A. Principally ontbe 
ilnance. and executive committees. 

(i. \V(4'(^ you tamiliar with the tinancial affairs immediately after en- 
terinf:i: on your duties in 18G9 f — A. I had ocxsasion to be. 

Q. Have you been ch)sely identifieil with the company ever since!— 
A. Kver since. 

(}.. When was the road completed ? — A. In 1869. 

i)., l>id you {^o with the expedition that celebrated the event!— A. I 
did iu)t. 

(Jl. llow soon after that did you go over the road ? — A. I think I did 
not ^ro over the iinul until 1873, and then only over a portion of it. 

riMK OKNKRALLY DEVOTED TO FINANCES. 

(Jl. Ourin^ thest* years your business was confined to meetings with 
the diiivtors and with the committees in New York or in Boston; in 
Now York at that time, was it not ? — A. Yes, sir. Most of my time was 
given ti> tlio thuuu*o$« and I took the office of yice-president with the 
stipulation that I was not to be called apoa to look into the details of 
the busiui'ss. 1 w;k!( chairman of the finance committee, and it took 
aUnit all the time I wanteil to give to it. 

Ij, Had the whole amount of the United States subsidized bonds 
Uvn issued when you were elected a director f — A. I think so. , 

IJl, Thoy had Ikhhi issiuevl f — A. As the work progressed, 1 presume 
they wer\^ all iswiu^HL 

iji. i'au you tell us how lue rv>ad stood at that time f What was its 
IhuuUhI iudo^t^\laess '—A. The drjc-mortgage bonds were $27,000,000; 
I he s;it«e as the Ctovorniuoufs. The other bonds were the land giants, 
at (hai utuv\ ;utd Uter rluin cha: were the sinking fund bonds. 

Q. Oul vo;i ever u: :Ua: ::cue examine into the eonstraction aocoants 
ot' luo usul to askvccuiri w-A^: t: hail oosr toboilditf — A. Only gen- 
ova !l>. I" 10 aoov>uu:s wc;v uu^Kle up. 

:V«5V or OO^f^STSCCTIOy ACCOU3T. 

K^>. Vlto ;i'.:tKUo '.Ov'JLi oc rav^sc o(! the eonstnxetioa aecoan^ finally 
uvv lito s-x.*^v oc* .i:t :s5>U!e oc boads iad scoek in poyflnent of the cod- 
s'. vuovU'« o* '/."o rwivi .»: :?*.^ 'jLt:jLOvi Jh 21 tie. Yott neT^r* then^ examined or 
^^o-i's vMvX Ov uvsv* .:oooitu:>> :o A8<t*crjfciii what iiheaieUuii cost in money 
x^ i^ •. .» .I'O '\tr'/.o^> \v ,>o rval'^v ^ii:!- :iie roi^ ' — ^A- Xo^ sir; it wasim- 
t\\ss >\' .0 > »v; ;>.tc Oit\ I: MnjaVl vxhh: moce cime th^a I eoold give to 
• . \ sv*. v,i ^ o.'> yv'v i: :ie rxisal'rs ijad yoa know what the cost is in 
• '-0 : ;;. v.;*.-: x\ \ ou v :c v j: :ia: ::3ie :* wjis ;ui eooriBoa^r expensiTe 
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Q. What I refer to is the distinctioH between the cost of the road 
payable in its bonds and stock taken at par and what the cost of the 
road would have been, payable in what was then currency. — A. That I 
cannot say. It is impossible to state. 

STEEL KAILS $100 A TON; TIES $3 EACH. 

Q. You have made no estimate at all ? — A. Xo, sir. When steel rails^ 
or, rather, iron rails, were costing $100 a ton, and cotton- wood ties $3 a 
piece, you may imagine the cost ran up pretty fast. The roads built 
subsequently, of course, cost very much less mone^', and they have the 
advantage of us in every way. 

Q. How much attention during these early years did you give to the 
earnings of the road f — A. Not much. We took the accounts as they 
were made up periodically. As I tell you, my time was almost entirely 
occupied in financial matters, and keeping the road out of bankruptcy', 
if I could. 

FINANCIALLY EMBARRASSED IN 1873. 

Q. At that time was its financial condition somewhat embarrassed ? — 
A. Yes, sir. In 1873 particularly. 

Q. You were then compelled to borrow money in order to meet the 
accruing interest, if I remember right? — A. Continually; from that time 
to this, very nearly. Kot particularly to meet the interest, but to meet 
our obligations. 

Q. Is it your judgment that during the years 1871, 1872, and 1873 the 
net earnings of the road were sufficient to meet the fixed charges f — 
A. !No doubt of it. 

Q. You have no doubt of it ? — A. I have no doubt of it. 

Q. When did they pay their first dividend ? — A. I do not remember* 
Mr. Mink can tell. 

Commissioner Anderson. When was the first dividend paid ! 

Mr. Mink. In 1875. 

Commissioner Anderson. I am speaking of 1871, 1872, and 1873. 

The Witness. The road was then taking care of itself. It paid the 
fixed charges. 

Q. Did it not borrow the money to pay them with ? — A. The money 
was borrowed. I did not trace the money to see where it went. The 
money was paid into the Treasury, to see that the obligations of the 
company were all paid. 

Q. I will put it diflterently. Is it not true that the net earnings for 
the years 1871, 1872, and 1873 were less than the amount of fixed 
charges f — ^A. I cannot answer that question now. I do not know whether 
it was or not. We were doing all we could. 

Q. Do you know when Mr. Gould became a director of the road ? — 
A. N"o, sir ; I shall have to refer you again to Mr. Mink. 

Q. Was it in 1874 ?— A. It was about that time. Was it 1874? 

Q. Were you acquainted with Mr. Gould about the time he became a 
director ? — A. I knew Mr. Gould very well. 1 had no particular ac- 
quaintance with him. He was a public man and everybody knew him, 
or knew of him. 

stockholder of credit mobilier. 

Q. Were you a stockholder of the Credit Mobilier ? — A. Yes, sir 5 I 
was. 
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Q. How inucb stock did you hold? — A. My impression is I had 620 
shares. I think it was exactly 020 shares. 

Q. What was the total capital of the Credit Mobilier f — ^A. You Stfe 
asking me questions that I cannot be supposed to remember. It is all 
a matter of record. Mr. Mink will have the kindness to help me. 

Mr. John F. Dillon. $3,750,000. 

Commissioner Littler. What were the shares ! 

The Witness. $100 shares. 

Mr. John F. Dillon. Yes, sir; originally 2,500,000, and increased. 

Commissioner Anderson. Increased when ■? 

Mr. John F. Dillon. I do not know. It appears in the Wilson re- 
port. 

Q. When Mr. Gould became a director, were you aware that be bad 
purchased a large block of stock ? — A. Yes, sir. 

GOULD A VALUABLE DIRECTOR. 

Q. To what extent did Mr. Gould assume the general direction of the 
aftairs of the company after he entered the board ? — A. He took a pretty 
active part, and we considered him h valuable director. I think he was. 
I thought he was working in the interest of the road, up to a certain 
time; up to, perhaps, when this consolidation scheme came up we had 
no fault to find with Mr. Gould. I think he worked earnestly for the 
advantage of the road. 

. Commissioner Anderson. His holdings finally reached the amoant 
of 200,000 shares of stock, I believe. 

The Witness. I think it was something like that. 

GOULD'S MAJORITY INTEREST. 

Commissioner Anderson. So that he held a majority of all the stock 
in the road? 

The Witness. Would that be a majority ? 

Commissioner Anderson. Yes ; it was 364,000 shares. 

The Witness. I know ho put away 100,000 shares, which he said be 
did not particularly need. 

By the Chairman : 

Q. When was that? — A. Immediately after he came into the road. I 
signed the certificates, and he put them into his safe, and he said : 
" They are going to lie there so long as I live. They are going to my 
wife.'' But I think after that he owned another hundred thousand. I 
think he bought it in good faith, and intended to stand by the company, 
and he did. He was a valuable director. He assisted the road finan- 
cially, when he was requested to. 

KANSAS PACIFIC CONSOLIDATION. 

By Commissioner Anderson : 

Q. When was this subject of the relations between the Kansas Pacific 
and the Union Pacific first seriously discussed, with reference to the 
consolidation? — A. I think it was not seriously discussed much before 
the thing took place. That was in 1880, was it not ? Perhaps in 1879. 

Q. It took place on the 24th of January, 1880. But, as early as 1878, 
in the spring, a pooling arrangement was made by which all of the gross 
Income of all the roads that were parties to that pooling arrangement 
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was apportioned according to certain rates between the Union Pacific, 
tbe Kansas Pacific, the Denver Pacific, and the Colorado Central. Do 
you remember that pooling arrangement ? — A. No, sir 5 I do not. 

Q. What was the first you heard of the idea of consolidation f Was 
it in 1879 ?— A. I cannot tell you that. I suppose 1878 and 1879. It 
was always a bugbear, this Kansas Pacific. As you know, the very 
worst competition we can have is with a road that does not pay any in- 
terest. They were cutting the business all to pieces, and were attempt- 
ing to get a bill through Congress obliging us to prorate at very low 
rates ; in other words, to oblige us to haul tbeir freight over the mount- 
ains at the same price as they hauled it over the plains. We got 
alarmed at that, and the only way was to get control of the company. 
What particular time that was, I do not know. I think it was 1879. 

C^OXJLD'S CONTEOL OF KANSAS PACIFIC. 

Q. Did Mr. Gould, from tlffe start, take an active interest in getting 
control of the Kansas Pacific ? — A. I presume he did. He had a large 
interest. I could not say positively. He was in favor of the consoli- 
dation. 

Q. You were yourself not a party to the pooling arrangement by 
which it was first arranged to scale the securities of the Kansas Pacific 
and bring them into the pool, were you f — A. No, sir; I was not. 

Q. Did you know that such a pool existed ? — A. Yes, sir. Those 
matters were done generally in Few York, by Mr. Dillon, the president. 
a>nd Mr. Gould, and, of course, when a thing of that kind was started 
it was talked over here, and Mr. Ames was requested to go and look 
Eifter it. 

Q. Still you knew that such an operation was going on ? — ^A. Yes, 
sir; we knew it. 

OFFICIALS COMMON TO UNION PACIFIC AND KANSAS PACIFIC. 

Q. You knew that Mr. Dillon had become the president of both 
[M)mpanies as early as the spring of 1878, did you not ? — A. Yes, sir ; I 
suppose I did, if that is the fact. 

Commissioner Andebson. From the time when he became president 
of both companies this contention as to rates and this rivalry must 
have ceased ? 

The Witness. Yes, sir; it was not so prominent then. 

Commissioner Anderson. You had the same superintendent ? 

The Witness. Of both companies. 

Commissioner Anderson. Who was it! 

The Witness. Was it Sickles ? 

Commissioner Anderson. Mr. Bromley, do you know who was the 
superintendent of both the Kansas Pacific and the Union Pacific after 
Mr. Dillon became president of both roads? 

Mr. Bromley. No, sir; I do not. 

The Witness. Was it Sickles ? 

Mr. Mink. I think there was the same general manager, Mr. S. H. H. 
Clark. 

WITNESS' union PACIFIC HOLDINOS IN 1879. 

Q. What were your interests in the Union Pacific during the year 
1879, at the time of the consolidation ? 
The Witness. January 24, 1880 ? 

48 PB 
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CommiBsioner Anderson. Tes. 

A. I held, then, of Uniou Pacific stock 2,937 fihares, $513,000 of bonds, 
both at par, amounting to $806,700. The market v^doe wm oonsidar- 
ably more ; $100,000 more, perhaps. About $900,00& 

Q. AYhat bonds were they ? — ^A. I think principally land grants and 
sinking funds. 

Q. Had you held those securities through the year 1879 t<<*-A. I sap- 
pose I had, and more. 

HOLDINGS IN KANSAS PAOIPIO IN 1879. 

Q. What had you in the Kansas Pacific?— A. I bad 912 fii^uros of the 
Kansas Pacific, which I afterwards exchanged for 456 sbarejs of Uiuoa 
Pacific at par. 

Q. What other Kansas Pacific securities had you Yt-A. I had an in- 
terest in some with Mr. Dexter. I had an interest in' some in- October, 
1879, with Mr. Dexter. 

Commissioner Littler. Mr. Dexter testified that he owued five-four- 
teenths of 2,514 shares. 

The Witness. I had the same interest that Mr. Dexter had; five-four- 
teenths of $70,000, including $70,000 Kansas Pacific consolidated boiids, 
a thousand dollars Denver extension bonds, and $45,600 in Eiutsas 
Pacific stock. 

Q. When had you acquired your Kansas Pacific stock tr— A. I do not 
know how long I had owned it, but it seems I had it oo the 24th of 
January. I had that 912 shares, but when I bought it 1 opuld not teU 
you. I could state by looking at the books, 

Mr. J. F. Dillon. It is stated October, 1879. 

The Witness. That is the date, then. 

Q. From whom did you buy it! — A. Not all of this, because I had 
some Kansas Pacific stock before the consolidation was talked of. 

Q. From whom did you buy the stock that you refer to in the Kansas 
Pacific ! — A. I cannot tell you now. 

Q. Did you buy it on the market, or did you buy it in connection with 
Mr. Ames and Mr. Dexter ? — A. Tnis stock that I speak of now, in con- 
nection with Mr. Dexter, he bought, and I took an interest with him. 

Q. It came from the same source that his stock did ? — A. I suppose so. 

Q. Did he conduct the operation ? — A. Yes, sir. 

THE HUMPHREYS AND DODaE REPOBT. 

Q. Do you remember the letter that was written to Messrs. Hum- 
phreys and Dodge to report on what would be a proper basis of consoli- 
dation between the three companies ? — A. I remember such a letter, I 
could not tell the contents of it. It was referred to them, I {i^eve, for 
their opinion. 

Q. Please look at the letter, of which I show you a copy, and see If 
you recognize it as a letter in which you joined. The answer is ad- 
dressed to you. — A. I have no doubt that I knew all about .this at t^e 
time. I cannot say positively. These things are always brought up in 
the committee at the meetings. 

Q. At the time that letter was written, I assume that the subject of 
consolidation had received some considerable attention from the direc- 
tors and had been discussed ? — A. Yes, sir. 

Q. Do you remember, when that letter was written, what Mr. Gould's 
attitude was on the subject f— A. It seemed to bo very fHondly it i^ 
date, so long ago as January, 1880, and I have no doubt it waeu 
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Q. Tbo letter 18 dated October 23, 1879. Tfae iuquiiy wiis made, as 
api)ears from the letter by the directors, at the eucl of October, 1870, 
asking Mr. Humphreys and Mr. Dodge to look into the matter and re- 
port what would be fgi-ir terum for consolidation. What we want to get 
fiiom you is, as far as you can give it, a recollection of the events begin- 
ning in October, 1879, and cuhniuaiing with the consolidation. Can 
you give that f — ^A. I cannot tell the particulars of that. I have always 
been a pretty busy luan, and have given as much time to the aifairs of 
this corporation as it was necessary to do, and many of the^e things I 
only heard of in discnssion in the committee, and they did not impress 
themselves particularly on my mind. 

GOULD'S CHANGE OF ATTITUDE. 

Q. Do you recollect the fact that Mr. Gould's attitude towards this 
question underwent a change between the writing of that letter and the 
consolidation? — A. Ko doubt it did. When he bought the Missouri 
Pacific his interest was entirely different. 

Q. I ask you now whether you remember what his attitude was be- 
fore he bought the Missouri Padfic? — A. The same as I said, very 
friendly. 

Q. Very friendly to the consolidation? — A. Friendly to the Union 
Pacific. 

Q. I refer piore especially to the question of consolidation. Do you 
remember whether there was any warm discussion before he bought the 
Missouri Pacific between Mr. Gould and the Boston Union Pacific di- 
rectors relating to the terms on which the consolidation should go into 
effect? — A. I do not recollect anything warm. I think there was a 
general discussion. It was a matter that troubled the directors a great 
deal, this competition with the Kansas Pacific, and they were ready to 
make some bargain. It was talked of, generally. 

Q. I want to know particularly whether you remember that, in dis- 
cussing the term of consolidation, differences arose as to the representa- 
tive valae that sliould be allowed to the stock of the Kansas Pacific as 
compandd with the stock of the Union Pacific in the proposed consoli- 
dation? — A. Yes, sir; 1 remember the first terms submitted by Mr. 
Gould were not satisfactory. Afterwards he modified his terms. 

Q. Is it not true that in the first part of the discussion the Union 
Pacific people thought that the Kansas Pacific stock ought to come in 
at a lower figure than the Union Pacific? — A. I think probably lower 
tiiaa the Union Padfic 

Gommissioner Anderson. Yes. 

A. (Continued.) Oh, yes; I have no doubt of it. 

Q. Was it for the reason that the Union Pacific was a dividend paying 
road and the Kansas Pacific was just emerging from apparent bank- 
ruptcy ? — A. Yes, sir. Scarcely emerged. 

Q. And that proposition Mr. Gould would not accept? — A. The prop- 
osition came from him. 

Q. The counter suggestion that the Kansas Pacific stock should have 
a less representative value than the Union Pacific stock he contested 
and would not yield to ? — A. I cannot say that of my own knowledge. 
I only know what the gentlemen said when they came back, that he 
insisted on terms that they would not agree to; and they very properly 
left hiqi and came home. 
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C^OULD BUYS THE MISSOUBI PACIFIC. 

Q. And after that you remember that he went to Kansas? — A. Yes, 
Hir: at least they told me he had gone to Kansas. 

Q. Was that before he had bought the Missouri Pacific ? — ^A. I think 
it was. 

Q. When did you first hear, in relation of events, and hot what day 
of the mo^th, that he had bought the Missouri Pacific! — A. The infor- 
mation came to us from New York. I was not myself very frequently 
in New York. Mr. Ames was frequently there ; Mr. Dexter occasion- 
ally. We got our information mostly from those gentlemen. 

Q. Did you hear at the same time that he bought the Missouri Pacific 
that he meditated an extension in connection with his Kansas Pacific 
road so as to construct a rival to the Union Pacific ? — A. That was 
always his scheme, I think, in connection with the Central Branch. The 
idea was to extend it and make a rival line. 

GOULD'S "SCHEME.'' 

Q. When you say it was always his " scheme,'^ do you mean that it 
was his scheme when he accumulated his interest in the Kansas Pa- 
cific! — A. I do not know about that. We always understood that it 
was his very ardent wish to buy the Central Branch. He said so, and 
he would give a high price for it. And we knew, of course, that his 
object was to extend that line on to Denver, which would have been a 
very serious loss to us. 

Q. So that, as soon as you heard that he had bought the Missouri 
Pacific, the danger of this competing branch was apparent to you all 
here !— A. Yes, sir ; it loomed up then in large proportions — what we 
•had to contend with. 

Q. Did you thereupon go to New York before the day when the ar- 
rangement was finally made! — ^A. I presume I did. I had occasion to 
go over there whenever I was called. I do not remember. 

Q. I mean, do you remember seeing Mr. Gould on any occasion 
before the evening of January 14, 1880, and after he bought the Mis- 
souri Pacific f — A. I cannot say exactly. I presume I did, but I cannot 
say positively that I did. I was not always in Kew York when the 
others were there. When 1 was there I was obliged to make my visits 
as short as possible in order to get home. 

Q. What I want to get at is whether you remember any discussions 
with Mr. Gould upon this subject which occurred before the meeting of 
January 14? — A. No, sir j only general discussions. 

witness' holdings of S4JNT JOSEPH AND WESTERN. 

Q. At this time had you acquired any interest in the securities of the 
Saint Joseph and Western 1 — A. I think so. I seemed to have had on 
the 30th of June, 1879, $13,000 of Saint Joseph and Pacific bonds, and 
142 shares of the same stock purchased the 30th of June, and afterwards 
converted them into 308 shares. I had at that time $17,000 Kansas 
and Nebraska bonds, $13,000 Saint Joseph and Pacific bonds, and 142 
shares of Saint Jdseph and Western stock, purchased the 20th of June. 
Afterwards, on the 14th of February, 1880, 1 received 328 shares of the 
Union Pacific Railway Company stock for the lot. The bonds at par, 
the stock at $20 a share. 
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Q. What was the cost of your purchase? Was it $12,000?— A. 1 
do not know, I am sure. 

Q. You do not know the cost ? — A. I can tell by my books. I have 
not got them here. 

Q. Was the cost the same to you as it was to Mr. Baker ? — A. 
$ 12,273.67 was the cost. Mr. Baker and I were jointly interested. Mr. 
Dexter managed it, I suppose. 

Q. And you bought it at the same time Mr. Baker bought his and 
under the same circumstances ? — A. Yes, sir. 

Q. His statement, let me say, is that he found that all the directors 
were being interested in this purchase, and that he said to Mr. Gould 
he thought he might as well have such a share as he desired of the pur- 
chase, and that he took this amount. 

The Ohaibman. That he might as well be let in. 

Commissioner Anderson. Was that his expression ? 

The Ohaibman. Yes, sir. 

The Witness. That is outside of this pool. Do you mean to say that 
he bought it himself to put it into this pool ? 

Commissioner Anderson. So I understand Mr. Baker to have said, 
and it was the same amount that you have, 30,000 bonds and 142 shares 
of stock, for which he paid $12,000. 

The Witness. He may have given Mr. Dexter a check. I do not 
know where he got them. Mr. Dexter kept the account. 

Q. You undei^^tood that the bonds you had were sold at 40 and the 
Saint Joseph stock thrown in — forty for the bonds and the stock 
thrown in. Is that your understanding after conferring with the gen- 
tleman ? — A. I cannot tell you. I suppose I paid whatever Mr. Baker 
did. What he says it cost him it cost me. 

interview of JANUARY 14, 1880, AT GOULD'S HOUSE. 

Q. To come to the interview of January 14, 1880. How did you hap- 
pen to go to New York to attend that symposium I — A. If I went there 
I was called. 

Q. Do you remember receiving a dispatch from Mr. Gould or any 
one on his behalf ?«-A. Yes, sir; Mr. Dexter had such a dispatch ask- 
ing us all to come on. My recollection is not clear about that inter- 
view. I presume I must have been there, as Mr." Dexter says I was ; 
but I do not recollect the details. 

Mr. John F. Dillon. There is the paper that was signed that eve- 
ning. 

The Witness. You see here that my name is last on that, and my 
impression is that that paper was brought home, and this arrangement 
was made with Mr. Dexter and Mr. Ames there, and was brought home 
for me to sign afterwards. That is my recollection of it. 

Q. You do not recollect being at this meeting at Mr. Gould's house ? — 
A. Oh, yes, sir; X attended several meetings there. 

Q. I mean the meeting at which that paper was signed ? — A. No, I 
do not think I was personally present at this time. This is Mr. Dex- 
ter's handwriting. My impression is that this was agreed upon when 
I was not present, and brought to me to sign, as you see my name is 
the last. Not but that I was in accord with it fully and very glad to 
know that the arrangement was made. 

Q. You say you remember being on several occasions at Mr. Gould's 
house t — ^A. Yes, sir. 




758 U. S. PACIFIC BAILWAY COMMISSIOK. 

WHEN TERMS OF CONSOLIDATION WBBE mSCVS&tO}* 

Q. Do you refer to occasions when this subject was diseosscdl— — 
A. No, not particularly, but on a great many occasions on finanefal J 
matters. 

Q. You do not remember ever being at Mr. Gould's boclse in eomimiiy ^ 
with these other directors, on the occasion at which the terms of con- ~ j 
solidation were discussed f 

The Witness. When the terms of consolidation were closed f 

Commissioner Anderson. No 5 my question is, when were they dis — ,«= 
cussed ! 

A. Oh, yes, sir ; I was present at the general discussion, bat notm^ ^ 
where the value of the securities were fixed. 

Q. Am I to understand that these discussions quite frequently tooL^^i 
place at Mr. Gould's house! — ^A. Not very frequently 5 oceasionadly. 

Q. Was that fifter he had bought the Missouri Pacific f — A. I do no^ezDt 
remember. 

Q. But it was during the fall of this year; during the perio<l that le 
up to the actual fact !— A. It was about that time. I do not know, 
cannot tell you whether it was before or after that. It was probab] 
after that, because we were Jilarmed at the changed position of 
Gould, and we then became very anxious to get the control of th 
Kansas Pacific at the best possible terms we could, and as to takii 
these securities I do not think there was a gentleman in the board th 
would have altered his vote if he had not owned a dollar of the Kans 
Pacific securities. They were all impressed with the great importan. ^^» 
of getting control of that road, either by consolidation or in someot ht-^ r 
way. It was looked upon as vital to the interest of the Union PaciP^c^ 
and Ithink it was. 

the CENTRAL BRANCH. 

Q. When this letter was presented to you for signature what kno""wl- 
edge had you of the Central Branch f Did you know how much its 
bonded debt was ? — A. No ; I do not remember now. 

Q". Did you know how much its earnings were? — A. We knew gTi3ii- 
erally the earnings were very large. 

Q. Did you know how much its debt to the Government was? ^' 

I suppose I knew, but I cannot tell now. 

Q. Did you know, critically, anything about the Central Branch. ^^ 
as to be able to determine whether the fair price for its shares woxAA. ^^ 
$50 a share or $250 a share ! — A. I only knew from Mr. Ames. I km ^ ^ 
what he sold his shares for, and we considered it a valuable propeE* ^'^J. 

Q. Did you know enougU about the Central Branch to guide you i^ ^^ 
had been kn individual transaction of yours, entirely disconnected ff^^ ^ 
consolidation, and that property had been offered to yon when this piai» t^ ^ 
was offered to you at $230 a share; would you have been preparcdt ^ 
say that was a fair purchase, and would you take it? — A. No"; H .^ 
not, because I had not looked into the matter. I had great confidence ^^ 
my associates. If they said it was worth that, I have no doubt it "V^" ^ 
right at that price. It was a very cheap purchase from Mr. Goulds. . 

Q. You thought that was a cheap purchaFe? — A. It was, eVeiB- 
that high price, a cheap purchase. , 

Q. On what do you base that assertion when you say you did ^^ ^. 
know enough to have bought it on your own account, without any :f ^^^' 
erence to questions of consolidation, and on its own meritst — A, "52"^^" 
asked me if I knew enough about it to make negotiations myself, on ^^^ 
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n priTat© interest, I am free to aay that I did not, and I did uot 
eoneider it in my province to do so. It waain iLe hands of Mr. Dexter 
and Mr. Amen and the other gentlemen who were fully competent to de- 
cide those questions, and I was willing to Hbide by their jndgment. 

Q. They all, however, inform us that they had not Biifficient knowl- 
edge of the Central Branch to determine its value, but that they con- 
sidered that they were hound to take it in connection with the consoli- 
dation \vithout reference to the qnestion whether it was fully worth that 
money or not, I nnderstnnd your answer to be that yon were guided Iiy 
them largely in accepting these termsT — A. Yea, sir; I had uot the 
personal knowledge that I should have if that was luy own iudividuul 
tiBDaactioQ. 

THE KANSAS CBNTHAL. 

Q. Id regard to the Kimsas Central, had yon any personal knowledge 
«f the financial condition of that property! — A. No, sir: only gener- 
ftHy. 

Q. So that you would not have been able to determine in the trans- 
action, either for yourself or for an associate in business, whether it was 
apradent thing to give iHlUfiWi for the securities mentioned in this 
paper or notT — A. You most bear in mind that we were very anxious 
to get it. We were under menace, and wanted to get itj and the 
pricii of the stock we did not take into consideration very much. When 
Mr. Ames came back and said the road could be had for so and so, we 
all agreed to it. We had no means of knowing, but we must have the 
road, and must have the assets of the road. It would uot have altered 
the transaction at all if he had asked more than thatv We should have 
been obliged to take it. 

Q. We want to find out whether yon were bulldozed, or whether you 
were buying something that yon thought you were getting cheap!— A. 
No ; I do not think we were balldoaed. You can easily see that those 
securities were worth more to the Union Pacific than they were to any- 
body else. We could put value into them that nobody else could. If 
tbey were vorked against us, of course it would have been a very sori- 
misfortane. 



THE SAINT JOSEPH AND WBSTEEN. 



Q. In regard to the Baint Joseph and Western securities, what knowl- 
edge liad you of the condition of that road f — A. No more than I had 
of tbe others. 

Q. Who presented that pflper to yon t — A. I do not know. I said I 
presume Mr. Dexter did. I cannot say that he did. 

Q. When it was presented to you tor signature was there any dis- 
cussion between yon and tbe jiersons presenting it as to the propriety 
of putting those seouritieB into the consolidation by the directors at 
par, when you all knew that yon had acquired your respective interest, 
including Mr. Gould, at 40 ? 

The Witness. Was there any discussion about it, do you ask me f 

Commissioner Andekson. Yes. 

A. We talked the matter over every day when we met together. 

Mr. John F. Dillon. I doubt whether he understood the exact ques- 
tion. 

Q. When it was presented to you for signature was there any dis- 
enssion betwetn you and the persons presenting it as to the propriety 
of putting those securities into the consolidation t)y tUedttectovR^aif^ws, 
when yon allknewyoa had acquired your respeoXivft \\\teYe&\,,\'as&ofii«a.% 
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Mr. Gould, at 40 ?— A. I do not remember that it was. It probably was 
not, because the committee that was empowered to make the trade had 
made it, and we all agreed to it. Then it was, I say, we should have 
taken the property even at a higher price, because we were obliged to. 
It was to the interest of the company, ana more particularly to the in- 
terest of the Government that we should take that property. 

Q. Why were you obliged to take par for your securities f — ^A. We 
were not obliged to take it unless we chose. 

Q. You could have put them in at 40 if you had chosen to do sot— 
A. I think we put them in at 20. 

Q. I am speaking of the bonds. I ask you why you say you were 
obliged to put them in at par ? — A. The circumstances of the company 
were such as to oblige us to get possession of the property. 

Q. The owners of the bonds could have put them in at 40 if they had 
wished to do so and declined to receive par. And I only ask an ex- 
planation of what you say, that you were obliged to take par for them.— 
A. I did not mean to be understood in that way, that we were obliged 
to take par for them, because we could have held them if we chose. 

Q. You mean the Union Pacific was obliged to pay par for them in 
order to get them f — A. Yes, sir 5 I suppose so. I never had but one 
opinion of it, that it was a very excellent purchase. I think so to-day. 
It was almost vital to get control of the road and of those securities. 

THE ATTITUDE OF aOULD AFTEB ACQUIRINa MISSOUBI PACIFIO. 

Q. In regard to the attitude of Mr. Gould between the purchase of 
the Missouri Pacific and the time when this paper was signed by all of 
you. you have said that there was a change in his interest. Please de- 
scribe that a little more fully, and what position he took in regard to 
the matter. — A. I do not know what I can say in answer to that, only 
I knew the fact that he had bought the Missouri Pacific, and it was an- 
tagonistic to the Union Pacific, and that alarmed us very much. 

Q. You say you saw him several times. What did he say his inten- 
tions were I — A. I had no definite consultations with Mr. Gould ; I was 
not commissioned to treat with him. 

aOXJLD'S SCHEME OF EXTENDINa MISSOURI PACIFIC. 

Q. Did he never talk to you about his scheme of extending it through 
Loveland Pass and carrying the road to Denver ? — A. Not with me ; he 
did with others. My business with Mr. Gould was more particularly 
in regard to the finances of the company. 

Q. You subsequently attended the meeting of January 24th, when 
the consolidation was voted, and voted in favor of itf — A. 1 have no 
doubt I did; I do not remember ic; the records will show. I certainly 
would have voted in favor of it if I had the chance. 

Q. In regard to the matter of branch lines : Have you ever had any 
interest in any of these branch roads, personally? — A. Some ; yes, sir. 
I have some 170 odd shares of the Utah and Northern. 

Mr. John P. Dillon. 173 was the number. 

The Witness. 173, 1 believe, is the exact number. 

Q. Had you any interest in the Denver and South Park ? — A. No, sir. 

Q. Or in the Colorado Central ! — A. No, I had no interest, and none 
of us had any interest in the purchase, except in a few instances. The 
Oregon Short Line some had an interest in, and also in the Utah and 
Northern. We took it because other people did not want it; we took 
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it to enable them to build the road. With that exception I do not re 
member any other interest that any had in these branch lines. 

VALUE OF BRANCH LINES TO UNION PACIFIC.. 

Q. In regard to these branch lines and their connections with the 
main line, have you made it a subject of study as to whether it would 
be an advantage to the company 5 and, if so, how much ? — A. There 
would be no sort of question about that. The road to-day would be in 
bankruptcy if we did not have the branch lines. 

Q, On what do you base that statement ; is it on figures or on gen- 
eral judgment? — A. These branches do not, all of them, immediately 
pay, but in the aggregate they do. They bring a large amount of busi- 
ness to the line, and they secure us territory as far as they can. The 
Government restricted us from building these branch lines, but we had 
to do it under pressure, and wherever we could get the money, and on 
their bonds and stocks. They must be built. The Eock Island, the 
Chicago, Burlington and Quincy, and Northwestern are ready to come 
into our territory and take our business away. We have protected 
our interest there to the best of our ability. In fact not as much as we 
ought to. We ought to have to-day, instead of having the branch lines 
we have, a thousand miles more, which we should have had if the Gov- 
ernment had taken its foot off us ; and, undoubtedly, if we had done that 
the road would have been a dividend-paying road. 

By the Chairman : 

Q. You have not regarded that the Government should have built 
the branch lines? — A. My dear sir, it is for the benefit of the Union Pa- 
cific as well as for the Government. If we had lost our business the 
Government would not have got their debt. We have gone on as much 
as we dared to, and have put our hands in our pockets and raised the 
money to build these branch lines, but not to half the extent we ought 
to have done if we had the means ; and we should have done it if the 
Government had allowed us. 

BBANOHES BUILT ECONOMICALLY, AND THEIB SECURITIES HELD BY 

UNION PACIFIC. 

By Commissioner Andeeson : 

Q. Does not your statement as to the branch lines still depend on the 
accuracy of judgment with which they were selected and the amount 
of money which you paid for them ? — ^A. We built the roads as cheaply 
as we could, at cost, and the bonds and stocks are in the treasury of 
the Union Pacific. 

Q. Did you build the Denver and South Park at cost ? — A. Ko, sir 5 
we bought that. 

SOME BRANCH LINES VTEEE MISTAKES. 

Q. Have you not built several branch lines, the operations of which 
ate utterly disappointing ? — A. It would be a little singular if we had 
not made some mistakes. In the early history of this road it was almost 
an unknown country. We used the best judgment to put the lines 
where the country would soon grow up to them. We made, possibly, 
some mistakes. The Northern Utah road was a large paying road 
for awhile, until we had competitors. We spent some money on it and 
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now it does not pay dividends. It would be a little «iBgiilap it we 
had not made some mistakes. We might have pot roads wbefe tley, 
perhaps, would have done us more good. Look at the Atchison and^ 
Topcka and the (/hicago, Burlington and Quincy roads. They are 
continually building brandies all over the country; and I suppose tbey 
make some mistakes. They build sometimes in advance of tiie wante ^ 
of the country. We have made some mistakes^ but gefierally we Mn 
not. It is the most important element of the Union Pacific. 

Q. The solution of the question whether the branch lines aw a ben- 
efit or a detriment to the road, then, depends upon the qaestkmwbetter 
the mistakes you made do or do not overbalance the judicioiiB invest- 
ments you have made? — A. You can see by the statement of the earn- 
ings of our branch lines that it will answer your question. 

Commissioner Anderson. That is exactly what we are very anxions 
to see. 

The Witness. That has been published and printed. Mr. Mink ean 
tell you what are the earnings of our branch lines. 

Commissioner Anderson. We will go over that with Mr. Misk. My 
only object was to find whether yon based your assertion merely eti a 
general feeling or conclusion that it was a good thing, or wheth^ you 
had made it a subject of sufficient study to give the figures aec^uisMyl 
— A. No, I have not. Of course, we, none of us, could go into the igHres 
and say exactly what these roads were earning after they were brilt. 
They were built for the extension of business, and it was a very Wise 
thing to do. 

EFFECT OF SOUTHERN PACIFIC'S LEASE OF CENTRAL FACnfKI. 

Q. In relation to the Central Pacific, have you any knoMedge rfthe 
effect on the through business of the leasing of the Central Pac)i!te to 
the Southern Pacific ? — A. I think it is very detrimental to theimleMt 
of the Union Pacific. We all thought so at the time, and I have no 
doubt that it has been a very serious damage to us in Uie throdgli busi- 
ness. 

Q. Have you kept track of the rise and fall of the through busi- 
ness ? — A. We know our through business does not amount to mxnMt, 

Q. At one time it was considered the very best, was it! — A. When 
the road was built it was considered the very best thing. My impres- 
sion is that our earnings last year on through business were only about 
9 per cent. Am I right, Mr. Mink? 

Mr. Mink. I do not remember. It is not fiw from that. 

The Witness. The transcontinental business is cut all to pieees. It 
was somewhere about 9 per cent. 

Q. It was the attempt to protect this through business that, in a htfgo 
measure, induced this rivalry between yourselves and the Koifsas Pa- 
citic, was it not ? 

The Witness. The attempt to protect the through business. 

Commissioner Anderson. It was that that was involved more tliau 
the local business ? 

A. No, sir 5 by no means. The principal revenue of the road is de- 
rived from local business, and our branch lines were built to maiHlftiD 
that local business. 

threatening attitude of KANSAS PACIFIC. 

Q. I am speaking of Mr. Gould's project with reference to the Kansas 
Pacific question. I asfc you whether that project threatened your 
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through business more than yonr local business f — A. It threatened 
both. 

Q. Between what points of your local business did the Kansas Pa- 
cific afiect you f — A. Wherever they came near us. But he, no doubt, 
would have built his branches right down through our territory and 
taken away our local business. 

Q. The map is right behind you, and shows very clearly. Your own 
idea was that this Kansas Pacific, after building through to Denver 
and Ogden, would have been furnished with encroaching branches that 
would have drained the territory between the Kansas Pacific and the 
Union Pacific?^— A. Undoubtedly. That was a business that was worth 
cultivating much more than the through business. 

PACIFIC MAIL SUBSIDY. 

Q. Do you know anything in regard to the Pacific Mail subsidy? — A. 
Yes, sir. 

Q. What have been the approximate amounts paid per annum to the 
Pacific MaiH — A. If you want the details I cannot give them. 

Q. That was about $80,000 a month ?— A. You want to know the pro- 
jyortion we paid t We paid, I think, about half of that. 

Q. Your proportion varied ? — ^A. Yes, sir ; it varied with the receipts. 

Q. It varied also with the number of members in the pool as they 
came in f 

The Witness. In the transcontinental roads'? 

Commissioner Anderson. Yes. 

A. Yes, sir. My impression is that our proportion was somewhere 
;about $40,000. 

Q. Forty thousand dollars a month? — A. I cannot say exactly what 
it was. You will have an opportunity to see that. 

Mr. Mink. I have promised to make a statement and give that. 

•Q. Can you tell me what class of business was protected by the pay- 
ctent of this subsidy! — A. They put the steamers od, and took any 
fireight that they could get. 

THE FEEIOHT WHICH SEEKS WATER ROUTES. 

Q. Could the steamers get every class of freight? — A. Perhaps not. 
They would not compete so actively for the high class of freight, but 
it was the coarser freight; and they would take that at any price they 
chose, and they would fix the price we would have to take. 

Q. Can you designate any more particularly articles that would seek 
the waterway! — ^A. It might be grind-stones, or something else; but 
it was a mixed quality of coarse freight, that they could take cheaper 
than we could. 

Q. What are the main articles exported from California to the East? — 
A. Caiined articles. Largely fruit. 

Q. Canned fish? — A. I suppose salmon. They manage to get a good 
deal together. 

Q. Does sugar come that way ?— A. Yes, sir; unfortunately, it will. 
1 believe the Southern Pacific have been taking sugars from California 
and delivering thein in Saint Paul at the same price they take them 
from New York to Saint Paul, and consequently it takes that market 
all away from the East. They are ix?ifining sugjir there free from duty, 
<nid wo are paying 100 per cent. 
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Q. One hundred per cent.! — A. YeB, sir; 100 per cent.-, whereas Ga< 
ifornia gets its sugars for nothing. 

Q. What does the Southern Pacific take ? — A. I do not know the ex- 
act quantity, but thousands of barrels of sugar. 

Q. They carry that by what route ! — A. Generally over the California 
Southern road. 

Q. How does it get up to Saint Paul ?— A. I do not know by what 
route. Perhaps they get it over the Canadian Pacific, or some other 
way. They are delivering a very large quantity of those sugars at Saint 
Paul. 

By Mr. John F. Dillon : 

Q. How does it get there over the Southern Pacific? — ^A. The South- 
ern Pacific sends sugar to Saint Louis at about the same price we can 
send it from the East to these points 5 the same price of freight. 

NORMAL ROUTE FOR SUGAR FROM PAOIFIO COAST. 

By Commissioner Anderson : 

Q. The normal route for that sugar, if it were not for this combina- 
tion between the Central Pacific and the Southern Pacific, would be 
over the Central Pacific and the Union Pacific? — A. The Union Pacific 
would get a large share of it. As it is, I do not think we get much. 

Q. In regard to the influence of the Pacific Mail route on the freight 
you have spoken of, you have enumerated fruit, canned sklmon, sugars, 
and I suppose I may add wine t— A. Yes, sir; I think wine generally 
comes around by water in quantities. 

Q. Which of the articles that you have enumerated could come, or 
would naturally seek the water route ? — A. Wool, for instance j that is 
a very large item 5 a large quantity comes that way. 

Q. Would sugar or fruit or canned salmon ? — ^A. They would come 
by the route that would bring them the cheapest. 

Q. Would that come by the Pacific Mail route in preference to the 
Union Pacific route if the Pacific Mail offered them cheaper terms?— 
A. They would come by the cheapest route. . If the Pacific ]M[ail could 
do as they have done, make rates that the railroads could not compete 
with, they would get it all. They are putting on steamers all the time. 

Q. Do you know, as a matter of fact, whether any of those articles 
have come around by the Pacific Mail route ? — A. Oh, yes, sir ; large 
quantities of wool come that way. 

Q. Has any fruit come around that way ? — A. I do not know. 

Q. Has any sugar come around? — A. I have not heard, but they find 
freight enough to load the ships. The misfortune is that it establishes 
rates which the railroads have got to take or quit the business ; that is 
the idea — we tried it a while— to cut off the subsidy. We could not 
stand it. We could not afford it. They were taking freight for noth- 
ing ; that is, nothing so far as any profits are concerned. 

By Mr. John F. Dillon : 

Q. What year was that that you cut off the mail subsidy but had to 
renew it? — A. Two years ago. 

Q. Did you renew it afterwards ? — A. We renewed it afterwards. 

Commissioner Anderson. Then it was cut oft* again by the interstate- 
commerce biU ? 

The Witness. Yes, sir ; we had to do that in order to save any busi- 
ness for the road. They carried it all off*. All of the ships, to my 
knowledge, went out full. 
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By Mr. John F. Dillon : 

Q. You went out empty !— A. It was not empty, I suppose. I sup- 
pose you mean comparatively emptj". 

By Commissioner Anderson : 

Q. What I am anxious to get at is, some factor of the rivalry of these 
two lines. I havo been told that a single year of the persistent refusal 
to pay the subsidy would drive the Pacific Mail Steamship Company 
Out of the business. Is that your judgment? — A. No, sir; it is not. 

Q. You think they would got enough freight to continue the competi- 
tion t — A. Oh, yes, sir ; they have the steamers running and the finest 
steamers afloat j not only that, but they would carry passengers. 

PERCENTAGE OF PASSENGERS BY PACIFIC MAIL. 

Q. What is your judgment as to the percentage of passengers that 
they would take away from the transcontinental land routes ? — A. They 
would take a large proportion of our emigrant passengers. Very few 
first-class people would go that way, if time was of any value to them 5 
but they would take away steerage passengers. 

Q, What rates did they offer for steerage passengers ? — A. I do not 
know. It was very cheap. They at one time, after our Postmaster- 
General cut the subsidy off, took it at any price they could get. He 
was economizing, and saved $800,000 to the Government, and it cost 
about $2,000,000. 

Q. Do you give those figures as actual approximation ? — A. No ; it 
cost them a great deal of money. He was obliged to send his mails by 
foreign steamers which were heavily subsidized, and the English steam- 
ers would take our mails for nothing, in order to get our steamers off, 
and that is why it was taken off. 

REPORTS EXAMINED BEFORE VOTING FOR DIVIDENDS. 

Q. Before voting for dividends declared by the Union Pacific, how 
closely did you examine the question whether the earnings applicable 
to dividends had, in fact, been earned during the year for which the 
dividends were declared ? — A. Always examined them. Monthly state- 
ments. 

Q. You would take, substantially, the reports made to you by the 
ofBicers of the road ? — ^A. I have no doubt of their correctness. 

NET EARNINGS. 

Q. What examination did you make as to the correctness of the 
principle on which the net earnings were reached ? I mean as to the 
nature of the items deducted from the gross earnings. — A. I suppose 
the net earnings mean actual expenses deducted from the gross earn- 
ings, but that question has never been settled by anybody, I believe. 
It is still an open question what the net earnings are. 

Q. For the purpose of declaring a dividend you determined to ascer- 
tain whether there were sufficient net earnings? — A. Yes, sir. 

Q. Was it not necessary for you to familiarize yourself with the na- 
ture of the items deducted from the gross earnings'? — A. That was 
done in connection with the Government. They came to some tacit 
understanding what they were, and our accounts were made up in that 
way. We had to pay our percentage on the net earuin^^. 
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Q. Yoa did not declare yoar dividends on tbe s^ioie basis of the uet 
earnings, as you paid the 25 per cent, to the Government T — A. I sup- 
pose it was arrived at on some principle. The amount of subsidy 
from the Government is always taken out of the gross earnings. 

Q. The amount of payment to the Government was ascertained on a 
basis of a certain i>ercentage of the net earnings? — A. Yes. 

Commissioner Anderson. It is taken out of the gross earnings, be- 
cause everything is^ but it is not predicated on the gross earnings. 
The payment to the Government is a percentage of the net earnings! 

Mr. John F. Dillon. On the subsidized road. 

Q. My question to you is, do the words "net earnings,^ as used by 
you in connection with the ascertainment of the amount due to tbe 
Government, mean the same quantity which was used by you in deter- 
mining whether it was proper to declare a dividend ! — A. I have no 
doubt it was properly done. 

Q. In determining net earnings for one purpose, you must, for in- 
stance, deduct certain items of equipment — certain iteim of permanent 
repairs and betterments. "Would you make the same deduetious iu 
order to ascertain whether you had a fund on hand applicable to divi- 
dends as you would make in ascertaining the quantity of net earnings 
that would form a basis for the computation of the amount payable to 
the Government! — A. As you are aware, that question of net earnings 
never has been settled. Even the Supreme Court has always avoided 
giving an answer to it. Nobody knows what net earnings are. They 
are what you choose to call them. It would be " what is left after pay- 
ing expenses " is my definition. 

VTHAT ABE '* EXPENSES.'' 

Q. What are the expenses! — A. Whatever they are, having been 
paid first. 

Q. The expenses are what ! — A. The running of the road. 

Q. Operating expenses !-^A. Operating expenses and interest on 
the bonds and everything else. 

Q. You would include interest ! — A. All fixed charges. 

Q. W^ould you include all fixed charges! — A. I do not know what I 
should do if 1 were the comptroller and made up these accounts. I 
should probably be governed by circumstances. I cannot tell you 
what has been done. All that information you can get better from the 
comptroller than you can from me. 

Q. I know that, and my only inquiry was whether you used the same 
test for determining the question of dividend as you used for deter- 
mining the question of the amount to be paid to the Government!— 
A. I suppose so. 

Q. Or whether you used a different one !— A. We used the same test 
Our object was to ascertain what the net earnings were, as we under- 
stand them. 

CONOERNINO BUSINESS INTERESTS OF DIBBOTOES. 

Q. Will you please tell me whether you have ever been interested, 
directly or indirectly, in any other railroad, steamship, telegraph, ex- 
press, mining, construction, or 'Other business corporation-^; — 

The Witness. You had better put in sugar. 

Q. (Continuing) — or other business corporation, with which any agree- 
ments, or undertakiujgs, or Jeai^es Jbaye baen ^sn^tered into by the Uniwi 
Pacific? 
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Hue Wmn^SS. I do not folly understand your question. Whether I 
baye been interested in anything detrimental to the interests of the 
TJniQn Padfie, do you mean t 

Oommiaaiouer Anderson. Interested in any companies of the char- 
acter described, with which leases have been made or contracts made 
1)elweea such oompauies and the Union Pacific. — A. No, sir ; I have 
sot. I can answer that question clearly. 

Q. The question is asked without reference to whether the lease was 
injurious or unjust to the Union Pacific. — A. There has been no lease 
made to the Union Pacific, to my knowledge or belief, but what was 
solely in the interest of the Union Pacific and in the interest of the 
Government. 

Q. The question is whether you had any interest in any such com- 
panies, and have contracts been made between the companies in which 
you had an interest and the Union Pacific ? — A. No, sir ; I have not. 
I can answer that question very distinctly and clearly. 

Q. Contracts would, of course, include loans of money. Have you 
beeii interested in companies which have loaned money to the Union 
Pacific t — ^A^ I may have been. I cannot answer that question ofi'hand. 
I do not know. I know I was very glad to get money wherever I could. 
Wherever I knew I could , get money I would be very apt to go for it. 
Yes, sir; I am interested in a trust company. 

Q. Please give us the name of the trust company ? — A. The American 
Loan and Trust Company, here. 

Q. Have they lent money to the Union Pacific? — A. Yes, sir, 

Q. Is there now money due from the Union Piicific to that trust com- 
pany t — A.. I do not think there is. We paid up all our debts a while 
ago, and made a new line of them, to be sure. But I made no arrange- 
ment with them. In fact, I have not taken a very active part lately. 
I havB not been very well. I do not think we owe the trust company 
anything. 

N1KK)TIATSD MOST OF THE LOANS FOE UNION PACIFIC. 

Q. Have you yourself negotiated many of the loans of the Union Pa- 
cific t — A. Yes, sir; very many of them. A large proportion of them. 
Yon may say all of them. 

Q, Do you mean to say all f — A. I do not mean all the negotiations 
of the bonds, but they generally have passed through me. That has 
beeu my province. 

Q. On what terms have these negotiations, conducted by you, been 
effected f 

The Witness. What terms of interest t 

Oommisaioner Andebson. The terms of personal compensation to 
yourself. — ^A. Nothing. Kot a cent. I think it would be a matter of 
intetrest for you and I would like you to examine what rates of interest 
have been paid through all the hard times. You will find that the high- 
eat was 6 per cent. I think this company has raised money as cheap as 
any other company in existence. 

Q. Please enumerate a few of the larger transactions that you have 
been a party to in respect to these loans. — A. From 1869 ^ for the last 
fifteen or twenty years. 

<)• There have been some large ones ; collateral trusts and others 
running into the millions ? — A. We have had large negotiations with 
K|4dQF9 Peabody & Co., with Blake Brothers & Co., principally in ster- 
JUn^ exchange, and a large portion of the negotiations were made with 
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banks in Boston. We would take money wherever we conid get it at 
a fair, moderate price. 

Q. Did you conduct the negotiation of the Saint Joseph and Grand 
Island through Kidder, Peabody & Co. ? — A. That was done by the com- 
mittee, Mr. Adams, Mr. Ames, and myself. I introduced Mr. Adams 
to them. I told Mr. Kidder what we wanted and Mr. Kidder did it, 
He gave us sterling exchange for it. 

Q. That negotiation was brought about by a guarantee of the inter- 
est, I believe ; is that not so ? 

The Witness. The negotiation with Kidder, Peabody & Co. ? 

Commissioner Anderson. The sale of the bonds that was broaght 
about. 

A. We did not guarantee the interest. 

Q. You did not! — A. Not on the Saint Joseph. 

Mr. John F. Dillon. He means on the Saint Joseph and Grand 
Island bonds. 

The Witness. What we negotiated with them was, we gave our own 
individual credit and put these bonds in as collateral to protect our- 
selves. 

GUARANTY BY UNION PAOIFIO OF SAINT JOSEPH AND GRAND ISLAND 

BONDS. 

Q. The question is whether the Union Pacific did not guarantee the 
payment of all the interest on the $7,000,000 bonds before the sale (rf 
the bonds. 

The Witness. Guarantee it on the bonds ? 

Commissioner Anderson. Yes. 

A. Some did and some did not, I suppose. 

Q. Did the Union Pacific not guarantee payment of the interest on 
all of the $7,000,000 bonds? — A. Because they promised it generally. 
They had to guarantee it. We did not sell those bonds, but we had 
those bonds to use as collateral security. When the company paid the 
notes the bonds came back again to the Union Pacific Company. 

Q. The company does not own these bonds to-day ? — A. Some of 
them have been sold. 

Q. Have they not all been sold ? 

The Witness. What? 

Commissioner Anderson. All the Saint Joseph and Grand Island 
bonds. 

A. Oh, 3^es, sir 5 that is a different thing. I spoke of all the bonds 
in the treasury. 

Q. I am only talking in reference to the issue of $7,000,000 Saint 
Joseph and Grand Island bonds, of which about $3,500,000 were owned 
by the Union Pacific Eailway Company. My question is whether, be- 
fore the sale of all these bonds, which were the property of the Union 
Pacific Hallway Company, the Union Pacific Eailway Company did not 
guarantee the payment of the interest on the whole issue ? — A. I pre- 
sume they did ; I do not know. I presume they did guarantee the in- 
terest on them. They were their own property. They could not nego- 
tiate them unless they did guarantee the interest. You speak of this 
arrangement with Mr. Kidder which Mr. Adams and I did. We put in 
our individual credit and took sterling exchange for it, and when that 
was due we sold the bonds and paid Kidder off. That is the usual way 
of doing it. 

Q, What do you know of the condition of the Saint Joseph and Grand 
T- — ^f— A, Nothing. 
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^*^, Do you know wbat its eai'iiiiigs are S — A. So, sir. ' 

Q. So that tbe success of that ojiermioii will ilt^imiiil on the question 
whether you are cHlled upon to make gooil tiie guai-autee of the interest 
on tlie $7,000,000 bomlet If that road should not earn its fixed charts 
yoa may loose a great deal of money hy that gnaraoteeT — A- We should 
not lose the money now that the bonds are sold. 

Q. If you have guaranteed the payment of the interest on those bonds 
timt tbe road does not earn its fixed charges, will you not he obliged to 
liny the interest ? — A, If we guaranteed the interest we should. 

Ij. If the road does not meet its tixed charges tbe transaotiuu may 
result in a loss to the Union Pacific 1—A. It is possible. 
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, Will you tell us what your judgment and views may be in rej, 

fiie best future policy between the Government of the United States 
and yuur company f — A. My idea is that the Government should treat 
the euriwration in tbe same way that uierchantsdo their business among 
themselves. If one merchant owes anotbi-r money, the best policy in 
the world is to put him in tbe way of earning money enough to pay his 
debts. The Government instead of doing that has tried to embarrass 
as in every possible way; not intentionally, perhaps, but that is tbe 
effect of all the legislation. It has kept us iu courts. From these, 
when they get through, we have to appeal. We cannot compromise, 
but we have to appeal at once to the United States Supreme Court, 
and that in every instance has said we were right, except in that un- 
fortunate Tburman act, which it decided against us to the astouishment 
of almost everybody I know. With that exception I believe the Su- 
preme Court has sustained us iu every dispute we had with tbe Gov- 
ernment. Is that not true ^ 

Mr. John F. Dilloh. We failed with our claim on the mail. 

The Witness. They did not give us the full amount that wo claimed, 
so far as that is concerned. But we got a portion of it, as much as was 
due. Now you ask me about the policy the Government ought to 
pursue. 

Commissioner Anderson. Both the Government and the company. 

Tbe Witness. It is the same thing. We want to pay the debt to 
tbe Government, and we mean to. 

Q. You mean the whole debt, principal and interest ! — A. Anything 
that we are obliged to pay. 

Commissioner Anderson. That is a difi'erent proposition. 

The Witness. If the Government should say we need not pay the 
interest on these bonds, we should say we are very much obliged to you, 
gentlemen. But we are legally bound to pay it, and we expect to pay 
it, but we want time to do it. If the Government would find the pres- 
ent value of the debt and give us an extension of lOU years at 3, per 
cent., tbe interest payable, if you like, semi-annually, we could pay the 
debtin installments. Then, still further than that, we have got lying 
in the hands of the United States over $7,000,000 which ia brining 
substantially no income to-day. It is doing nobody any good. It is 
not helping the Government at all. The first thing to be done is to 
allow us to sell those Government bonds, which are bringing a very 
high premium, and put them into some other securities, say, for instance, 
the first mortgage bonds of the Union Pacific, which are the best pos- 
sible security a second mortgage can have, and let our sinking fund be 
iQvested in that as it is paid iu. That is, reduce the first mortgage 
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that is paying interest, and increase the Government security all the 
time. There is no earthly reason why this $7,000,000 or $8,000,000 
shoald accamulate all the time and should lie there without interest. The 
Government is getting nothing for it. The explanation of what I have 
said that oar sinking fund is bringing in no income is, if you choose to 
put it down, that the bonds cost us a very high premium ; they were 
selling at 120. 

Q. They bring 4 per cent, on the par t — A. Yes, sir. • 

Q. And that would reduce the actual income to about 2 per cent 
or If per cent.! — A. What are we getting for them then, if .they lie 
there? We are only getting the premium. Interest on the bopds does 
not begin to cover the premium, and if they should lie there, as Uiey 
do, all the premium is lost, about 20 to 25 per cent., and that is no 
possible good to the Government. You are aware, of course, that the 
only investment we can get is in Government bonds. There are no 
three per cents to be bought. They are all four per cents. They are 
all called. 

Q. Do you wish to say anything further in regard to this subject of 
policy as between the Government and the railroad t 

The Witness. The financial policy t 

Mr. John F. Dillon. The future a^ustment of the relations. 

WANTS government TO STOP PEESEOUTION. 

The Witness. What we want is for the Government to stop the 
persecution — I cannot give any other term of it— and allow as to do 
business like any other railroad in the country — ^to secure our own 
territory against all comers. As it is now, we are cut to pieces by all 
our large rivals. That should be stopped. We cannot help it. We 
should have authority to build branch lines. 

Q. What is your judgment as to the security which the Government 
would hold if it adopted this policy of annual payments of fixed 
amounts! Suppose you failed in your annual payment. What is their 
security ? — A. They have the security of the second mortgage^ the saime 
as now. That mortgage would stiU be in existence until it was paid. 

Q. The mortgage is not due until 1897 1 — A. It would be due if we 
should make default. 

Q. Default in what ? — A. Default in the interest. They could fore- 
close by paying off the first mortgage. They could not get possession 
unless they paid off the first mortgage. 

Q. How could they foreclose for default in the annual payment unless 
the principal was due by the terms of the mortgage t — ^A. That is a 
legal question. 

FAVOES ENLAEaiNG THE SEOUBITY TO THE GOVERNMENT; 

By Commissioner Anderson : 

Q. I will not pursue that if you have not discussed it with the coun- 
sel of the company. I may say that it seems to me a very difficuit 
question in connection with this subject of fixing annual paymentSi 
even if you should agree that the failure to pay would default the whole 
amount, because you cannot bind your junior securities by such an 
agreement, I suppose. Are you in favor of extending the security of 
the Government, in the event that such ah arrangement is made, by 
adding to it from the properties which you hold by way of inve8^ 
ment ? — A. Yes, sir ; I should say that was a very proper way to do. 
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J iifi go on aod build tbese braDch lines, and turn in these securities.j 
as we get tbeni, and put tbeni in escrow as security to tliom to a cer- ^ 
tain extent. 

TAVOES EXTKP)I>1NG UEBT IflO YEABS. 

»Bj' Comniissiouer Littlkr : 
). Why do yon aak tbe Government to extend thiB debt one hundred | 
rsT— A. 1 would rather have it one hundred and fifty. 

Q. I suppose so. Do you undertake to say that it is necessary to J 
extend this debt one hnndred years lu order to enable this company to I 
pay ill — A. Yes, sir. 

Q. You do! — A. Oh, perhaps not absolutely necessary, because there 
are other ways. Perhaps we could raise the money. For instance, as i 
I see Mr. Gould suggested to you the other day, if you take ofl' the 
interest, the Government could let us place another first mortgage bond, 
and we could place that ou the market immediately and pay it off. 

Q. <Jould you not as it isf — A. It would be too large a sum. I 

Q, You have not carefully considered the <]uestiou as to just huw • 
mneh of an extension this company ought to have in onler to enable 
it to pay this debt, have you ! — A. No, sir ; I suggested the hundre<l 
years. I got that as a cue in Washington. I got it from the Comp- 
troller of the Treasury, who said, we do not care; we do not want you to 
pay the money now." 

Q. Suppose the Govornipeiit should finally conclude to give the ex- 
tension lor one hundred years, what kind of security could you give! — 1 
A. The second mortgage they have now. i 

Q. That would be all you could give ? — A. Mr. Anderson suggested i 
we could give security on our branch lines. "We could take that into 
consideration. I am not authorized to speak on that. 



Q. Would you consider the additional security which these branch 
lines furnish ample security for the debt! — A. Yes, sir; ample, bo far 
as they went. 

Q. Would they be ample security for the entire debt f — A, U hat would 
depend on how much there is of them. If we should buihl 1,000 miles 
of road, and give you the first mortgage on the road, it would be very 
good security. 

Q. All these lines are covered by first mortgages already' ? — A, They 
are mortgaged to ns. We have the t)ouds in our treasury. 

Q. In other words, you could give the Governmeut a liriit mortgage 
on the thousand miles of branch lines 1 — A. If you took too much of it 
it would be rather embarrassing. 

Q. lb would be in your power, as I understand it ! — A. Yes, sir; we 
have the first mortgage bonds in the treasury, and if the Governmeut 
insisted upon it it could make the claim. 

Q. That would help the security very much! — A. lam uot author- 
ized to make any such offer. We are so anxious to get a settlement ( 
with the Government that we should submit to almost any fair terms, i 
^^ By Coinmissiouer Andeeson : I 

^^^ Are yon quite accurate iu your statement; are not a large porlioa 
^^nie bonds that you refer to already iuvolved in the collateral trust 
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mortgage and others! — A. A good many of them are. But I am speak- 
ing (^ the roads now to be bnilt — the branch roads to be built. 

Q. Those codld only be bnilt out of earnings. You have not the mieftDs 
on hand to build the thousand miles of the road to day, have yon?— A. 
We should not go any further than our means would allow. 

Q. The only means you refer to are prospective earnings t — ^A. Yes, 
sir ; prospective earnings. We could not, of course, give you all the 
securities we have got, because we want something to do buHiness witb. 
But we could turn in first mortgage bonds, I suppose, if the Ooverumeiit 
should ask it, on our branch lines, to a moderate, limited extent. 

LAND GBANT TO UNION PAOtPIC. 

By the Ohaibman : 

Q. The Government has granted to the Union Pacific and Kansas 
Pacific Bailroads forty-eight millions in lands. 

Commissioner Littler. Dollars or acres t 

Q* (Continued.) Estimated in dollars ; and $49,000,000 iu bonds, in 
eluding the principal, $27,000,000, and the interest due to date, making 
a total estimate, approximately, of $97,000,000, to which extent the 
Government has aided the Union Pacific Bailway Company with ilie 
assurance that it would be paid in thirty yentrs. Now, if an extension 
is granted, of one hundred years, what assurance has the Government 
that you will then be in any better position to pay it than yon will be 
in 1897 to pay the $97,000,000 1— A. We consider the country is in very 
much better condition than it was when this roaid was built. The 
country is developing very rapidly, and there is no doubt by building 
these branch lines it would develop along the line of our road much 
faster than it has done. 

By Mr. John F. Dillon : 

Q. When you say one hundred years, you mean within that period 
you would liquidate the whole debt ? 
The Witness. I consider that we should pay it iu installments. 

DEBT TO GOVERNMENT NATUEALLY EXPECTED TO BE BENEWEB. 

By the Chairman : 

Q. The Government made this gift or grant of land, and this appro- 
priation of money, and the interest during thirty years, with the under- 
standing that, at the end of thirty years, the railroad company would 
meet its obligations and settle with the Government. Now, the railroad 
company asks an extension of one hundred years. What assurance can 
they give, any better than they gave thirty years .igo, that they would 
settle at maturity? — A. I should hardly think the Government expected 
it to be settled up at maturity fully. With a large amount of bonds 
coming due it would naturally be expected to be renewed. 

The Chairman. There was no question at the time when the money 
was loaned that the company would settle it at maturity. 

The Witness. I do not know that the question was raised 5 30 years 
was a good while then ; it is running off pretty fast now. In the first 
place, the Government does not want the money ; and why not have 
our securities in the Treasury just as well as dead capital^ our 3 per 
cent, bonds might be made bankable, why not, to take the place of Ibe 
3 percents that are being paid off; how will that strike you t 

The Chairman. We are here to hear any proposition. 
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"he Witness. That is no proposition ; I made that as a snggestion ' 
ro see how it strack yon. 

Commissioner Andebson. It is all a question of amount, payment] 
and security; I do not think it is a qaestion of time. 

The Chaieman. I only want to know whether you mean to pay it aft- 
all. When you fix it at 100 years, or 150 years, it is like a lease of W ' 
years. 

Commissioner Andeeson. Suppose we adjourn 100 years, and then 
ask Mr. Atkins over again when they will pay. 

The Witness. We cannot get rid of that second mortgage. In the 
mean time we might be investing in the first mortgage, and, getting the 
benefit of that all the time, whatever we put into the sinking fund, in- 
vest that in the first-mortgage bonds. The company will continue to 
pay the interest on those bonds at 6 percent., and that is added to 
the principal all the time ; so you see, every day in the week, and every 
month in the year, yonr security is being increased. Now what will it 
amount to in 100 years, is a matter of mathematics and figures. You 
are getting more and more secanty every month in the year. 

Q. 1 ask the question with ref'ereuee to the hundred-year basis, upon 
the calculations that were ma^le 30 years ago, as to the growth in the 
population of the country, and the value of the lands, with reforeuoe 
to the business meeting the debt when due. It is conceded that with 
the increased valuables the road would be able to meet these obliga- 
tions, and the term was fixed at 30 years. I am only looking at the . 
future; I want to know what you are basing your proposition npon. — A, 
As to that, I do not know whether anyliody gave assurance of its all ' 
being paid in 30 years ; yon know how difiiGalt it was to get people to 
go into it when it was built. Boston put in her money freely. Mr. Oakes 
Ames told me himself that Mr. Lincoln said, " Ames, take hold of 
that ; and if that is not enough to build the road, ask double and you 
shall have it." He said, "That road must be built, and you are the 
only man to do it ; and yon take hold of it yourself" That is what 
Mr, Ames told me himself. Under those circumstances, I hardly think 
Mr. Ames said we would pay off everything at maturity. If it was only 
$27,000,000, 1 suppose we could pay it off next next month. We could 
raise that amount with the Government agreeing. The property will 
be worth a good deal more 10 or 20 or 30 years hence than it is now, I 

^K WAMTS THE "PERSECUTION" STOPPED. 

^Bbe Chaieman. Have you any other suggestion to offer with refer- 
^TOe to the road I 

The Witness. So ; except the general suggestion that we want the 
Government to stop the persecution of us, and let us do business like 
every other railroad in the country. Our rivals are very wealthy, and 
have all the money they want, and all the credit they need, and do not 
have to go to the Government for anything, and we have to contend 
against that in order to hold our business and protect our own terri- 
tory. We have got to have the means. 
The Chaieman. Judge Dillon, have you any questions J 
Mr. John F. Dillon. Only a few. The great practical object of this 
Commission, I take it, will be to reiwrt some plan, which commends 
itself to the judgment of the Oomrai88ionerM,or adjusting the debt and 
fixing the future relations between the Oovernnieiit and the company. 
I have asked the permission of the Commission, which they have given 
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in the case of Mr. Ames and the other directors who have been exam- 
ined before you, to have the directors, after they have fully considered 
the subject of the debt and the relations of the company to the Govern- 
ment, and after having formulated it to present it : and I will not tron- 
hie you further on that subject. That is a good idea* I ask the Com- 
mission if Mr. Atkins may join in it also t 
The Chairman. Certainly. 

witness' INTEREST IN UNION PA.OIFIO. 

By Mr. John F. Dillon : 

Q. I want to ask a few questions as to other matters. Do you know 
what your interest is in the Union Pacific to-day t — A. I hold to^lay 
9,324 shares of Union Pacifi^c stock. That is my holding to-day. Two 
hundred and ninety-two thousand dollars of Union Pacific and Kansas 
Pacific bonds ; about $50,000 of them are Kansas Pacific. 

Q. That is, you hold 9,324 shares of Union Pacific stock now against 
2,937 shares which you held at the date of the consolidation in 1880 f— / 
A. Yes, sir. 

Q. So that your holdings have very considerably increased in the 
meanwhile ? — A. Yes, sir ; largely increased. 

Commissioner Anderson. He took advantage of the drop. 

Q. Was that stock bought at various times since that timet — A 
Various times. A large portion of that 2,900 shares cost me $130, and 
I have held it, and have seen it go down to 15 or 20, or to 30. 

"STOOD BY THE SHIP.'' 

Q. You stood by the ship ! — A. I stood by the ship. 

Commissioner Anderson. You are " bearing '' the market very much. 
Twenty-eight is the lowest. 

The Witness. We have it back again to 60 odd, and I hojie when we 
get a liberal report from you gentlemen it will go to par. It ought to 
be at par to-day. 

Q. Do you consider that with such legislation as experience has 
shown to be essential to your protection and development, the Union 
Pacific and its associated properties are valuable ? — A. I do consider 
them very valuable properties, 

UNION PACIFIC FAVORABLY LOCATED. 

Q. Is there any transcontinental road, all things considered, to the 
Pacific Ocean, that lies so favorably situated, in your judgment, as the 
Union Pacific ? — A. With us the line is quite as favorably situated as 
any other road. Its local business is increasing rapidly all the' time. 
The coal business is an enormous business. The consumption of that 
is, of course, increasing very fast. 

Q. Kansas is understood to be one of the most prosperous States in 
the Union ?— A. I should judge so the way they are building railroads. 
They are spreading them all over. 

Q. And Nebraska?— A. Nebraska. 

Q. Wyoming ?— A. Yes, sir. 

Q. And the Western region, generally?— A. Yes, sir; it is being de- 
veloped very rapidly and will continue to be developed. 
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LOANS OP THE UNION PACIFIC. 

Q. Yoa have spoken of loans which have been, from time to time, 
made by the Union Pacific. I suppose this company, like every other 
railroad company, has to make loans more or less in order to conduct 
their business t — A. Yes, sir 5 and a great many of them. 

Q. And you have been on the finance committee! — ^A. Yes, sir. 

Q. You have had a good deal to do with that branch of the com- 
pany's work t — A. Yes, sir. 

Q. Please state to the Commission whether or not the company in 
any instance within your knowledge, has paid to anybody any more 
than the legal or any more than the market rates for money, or any 
more than they could at the time have secured it for. — A. No, sir ; 
t(> my knowledge they never have. 

Q. What is your belief on that subject ? — ^A. T have reason to know 
that they have not, unless you reckon brokerages. Sometimes we paid 
brokerages. 

NO IMPBOPEB PEBSONAL BENEFITS DEBIVED FEOM UNION PACIFIC. 

Q. I want to know whether you have sacrificed, or whether anybody 
else has sacrificed, to your knowledge, the interests of the company, 
for your personal benefit or for the personal benefit of any company in 
which you were interested. — A. No, sir ; I never have and I do not 
think one of our directors has ever done it, or ever profited by any 
financial transaction that they made, excepting cases where we have 
been called upon to borrow upon our private securities, and then we 
were paid for it. I do not know what the instances are, but there are 
some such cases as that. 

Q. When was that t — A. This instance of Eadder, Peabody & Com- 
pany's that you were asking me about was one of them. 

Q. Those transactions are all on the books ? — A. All on the books. 

Commissioner Andebson. I do not quite understand what the wit- 
ness says about that. 

The Witness. About what ? * 

Commissioner Andebson. When you had to borrow money on your 
private securities for the use of the company, whether any special 
charges were made against the company ? 

The Witness. No 5 only in those cases where we got sterling ex- 
change, snch as I was speaking of, as in the instance with Kidder, Pea- 
body & Company, where we put up our private credits or securities. 
It was in order to pay for those. 

By Commissioner Andebson : 

Q. Do I understand that in those cases you made a personal charge 
agaiDBt the company or got some personal compensation for it ? — A. In 
some instances we have. 

ONLY MABKET bates OF INTEBEST PAID. 

Q. To what extent ! — A. I do not know. It would be the market rate 
of interest, whatever it was. For instance, we pay a banker half per 
cent. We do not know what the interest costs us until we remit for 
that exchange, you understand. Then there have been some instances 
where, perhaps, the parties have become individually responsible for it 
at the regular market rates of interest, at 8 per cent, or something like 
that. 
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Q. Will the books show that amount t— A. The books will show It. 

Mr. John F. Dillon. I will ask you to produce any entries on your 
books on that subject. Furnish them as soon as you can* 

The Witness. They are not on my books. 

Mr. John F. Dillon. The company's books show them f 

The Witness. Yes, sir. 

Mr. John F. Dillon. I will ask Mr. Mink to state them, as he says 
the company's books show them. 

Mr. Mink. I will furnish the information. 

DIVIDENDS. 

By Mr. John F. Dillon: 

Q. Yon were interrogated in relation to dividends. The act of Ck)n- 
gress forbids this company making any dividend except out of its net 
earnings. State whether or not you have ever voted to declare or pay 
any dividends in violation of that provision, so far as you koow. — ^A. 
Never. If there was anything of that kind done I should have known it. 

The Ohaibman. Include in your question the point as to the b(»rrow- 
ing of money to pay dividends. 

Q. In voting for dividends, state whether or not you acted in the bona 
fide belief that the amount out of which it might be paid had been re- 
alized in the way of net earnings. — A. The question of dividends has 
never been entertained by our Boston directors except when we knew 
we had earned it. They would not have entertained any such proposi- 
tion. 

MONEY NEVER BORROWED TO PAY DIVIDENDS. 

Q. Have you ever borrowed money, or has the company ever bor- 
rowed money, in order to enable them to make or to pay a dividend, such 
borrowing being with a view to meet a deficit in net earnings, so as to 
enable you to pay the dividend ? — A. Ko, sir ; we never borrowed the 
money for the specific purpose of paying dividends. 

Q. State whether you borrowed it to meet deficits in your net earn- 
ings and thus enabled you to pay dividends. — A. No, sir 5 we did not 
The dividends have only<:been made when they were made out of the 
net earnings. We have borrowed money ; but whether that money went 
to pay dividends I cannot state, after it got into the treasury. 

Mr. John F. Dillon. There is no provision in the act of Congress 
that you shall not borrow money ? 

The Witness. Ifo, sir. 

Q. What is your age ! — A. Seventy -four. 

the meeting at GOULD'S HOUSE. 

Q. I see your name attached to the memorandum of the 14th of Jan- 
uary, 1880. Are you distinct in your recollection as to whether yoa 
were at that meeting or not? — A. No; I stated that my memory was 
not distinct as to that. My impression is that I was in Boston. We 
knew what was to be proposed, and my impression is that Mr. Dexter 
brought to Bo' ton for my signature that paper after everybody else 
had signed it. You see my name is last. 

Q. You do not recall being at Mr. Gould's house on the evening of 
the 14th of January, 1880, which resulted in the writing and execution 
of that paper 5 you do not recollect it? — A. I do not recall that I was 
there at that time when that paper was drawn np. I think if I had 
been present, I would have remembered it. Mr. Dexter wrote it out. 



rELISHA ATKINS. 
Q. Therefore yon do not recall the fa«t tliat Mr. Dexter wrote iti— 
A. I see tliat is bis handwriting. 

Q. And you do not recall the fact of its having been written by hioi, 
nor ^rbat occurred there, and iTom the farther fact that your name ap- 
pears at the bottom your impression now is that thi» was afterwar^i 
brought to yon and you signed it f — A. Yes, sir ; but we generally 
derstood what was to be done. 
Q, When yon signed it yon understood what was in it t — A. Yes, 
Q. And it met yonr approval, did it f — A, Heartily. 
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»Q. And it metyonr approval, did itf — A, Heartily. J^^H 

THE CONSOLIDATION APPROVED. ^^^| 

Q. What was your understanding then, and what is it now, as to 
wbetherthese Central Branch and the Kansas Central roads were included 
nnder terms which Mr. Gould dictated to the parties representing the 
Union Paeiflu, or whether the party lepresenting the Union Paciflo felt it 
to be essential to the interest of the Union Pacific that those roads should 
come to the Union Pacifio Company in this arrangement! — A. We 
nnanimonsly thought it weis very much for the interest of the company 
to get those securities and to make this consolidation. As to the price 
of these different eecnritiea, I do not sujipose any of iis knew what they 
were worth. Aa to the Central Branch, 1 do not suppose that would 
have sold for very much, nor would the Kansas Central ; but the ar- 
rangement was made, as 1 understniid, and was ta,Iked over in different 
interviews with Mr. Ames and Mr. Dillon, and then prices were agreed 
upon and submitted to us and these prices were made. I do not know 
what these bonds would ha^-e sold for on the market. They would not 
have brought much, perhaps, but in the control of the Union Pacific wa 
knew that they would be made very valuable. 

Q. Standing for the Union Pacific, and in making this arrangement, 
you made what you deemed to bo the best interest for the company, did 
you notf— A. Yes, sir; and the Government. 

Q. What is your judgment now, looking back at it over eight years T 
If it were to be done again under the same exigencies, looking at the 
interest of the company and the Goveriunent, would you vote for the 
consolidation or not f — A. Most decidedly I should. If that was run- 
ning eight years withont the consolidation, the road today would not 
have been worth a great deal of money. ^^ 
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By Commissioner Anderson ; 

Q. Were you aware that in January, 1880, after the consolidation, 
there were issued out of the trust of the K, P. consols to Mr. Jay Gouhi 
two millioiis of dollars of the bonds held in the trust at the rate of 75 
cents on the dollar, when the market price was 9it — A. No, sir} I do 
not seem to recollect that. The records will show whether that was douo, 
but it was not done clandestinely. It was done by the committee as a 
part of the agreement, I suppose. Mr. Ames is not a man that would 
do anything of that kind and cover it up. 

Commissioner Anderson. I do not think Mr. Ames had anything to 
do with it. 

The Witness. Mr. Dexter and Mr. Ames particularly conducted the 
negotiations. If Mr. Gould had said we were to give him 91 as a xiart 
of the contract, we would have said yes. 
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Q. As a part of what contract f— A. A part of the consolidation 
scheme. 

Q. It is not a part of the consolidation scheme as the scheme has 
been described to us by yourself, Mr. Ames, Mr. Dexter, Mr. Gould him- 
self, Mr. Dillon, and all the other gentlemen. I asked you the question 
with reference to your statement, just made, that no director of this 
road, to your knowledge, has ever obtained an advantage amounting to 
anything from a negotiation of any of its securities or loans. Were yon 
aware of the fact that $2,000,000 of these bonds had been issued to Mr. 

Oould at 75 f — A. I cannot tell. 

« 

By Mr. JoHif F. Dillon: 
Q. Ton do not now recollect it f — ^A. I do not now recollect it. 

By Commissioner Akdebson : 

Q. When you made that statement, that no director had received any 
such advantage, you did know the fact that those $2,000^000 of bonds 
had been so issued ? — A. I think your question only refers to loans ; in 
borrowing money, whether anybody had been paid ; and my answer to 
that was, the statement as to this matter of Kidder, Peabody & Co.'s 
in the sterling exchange. I do not think your question covered any 
sale of bonds. 

Q. It was Jadge Dillon's question. I am asking you whether yoa 
know that any of the directors of this company haS derived any per- 
sonal advantage from the issue of its securities to them at rates that 
gave them an advantage ? — A. !N'o ; I do not think we ever had any ad- 
vantage. We have bought them at what they were worth, Mr. Ames 
bought them — a great many of them — and he paid a fair price ; all 
they were worth. 

$3,400,000 BONDS ISSUED UNDEB MABKET BATES. 

Q. Did you know that $3,400,000 of •these bonds were issued to the 
holders of certain securities, which had been in this Saint Louis pool 
arrangement, at rates difiering from the rates at which these bonds 
were issued to the public f 

The Witness. That was a private arrangement of Mr. Gould^s, was 
it not f 

< commissioner Anderson. Yes, sir. 

The Witness. He bought out the Saint Louis people. 

Q. It was a private arrangement of Mr. Gould's! — ^A. So I under- 
stand ; yes, sir. 

Q. I compare it with your answer just made, that no securities of this 
company have been issued to any pf the directors at rates which gave 
them a personal advantage. How can you reconcile those answers t— 
A. What would consider a personal advantage f We considered a fair 
price a fair price. 

Q. Is it considered a personal advantage if the bonds were issued to 
a director at 75 and issued to the public at 94 ? 

The TV ITNESS. At the same time ! 

Oommissioner Anderson. At the same time. 

A. Well, it would depend on circumstances. It might not perhaps 
have been worth 75. Mr. Gould probably made that stipulation, " I 
will take that lot of bonds at 75." I have no knowledge of that. 

Q. Are you not a little rash in saying that there are no cases in which 
the securities of this company were issued to directors at such rates as 



^Oi 



ELISIIA ATKINS. 



give tbem a persoual ad vantage f — A. That may be an exception 
do Dot kDow whether it is or not. Geuerally, I should say, there hi 
not been. 

Q That is an exception that involves j!300,(XIO, aud if there 
exception may there not be five or six? — A. I guess not. How did m 
know that those bonds were wortii more than 75 when tiiey were issuedi] 
to Mr. Gould f 

Com miss ioner Andgbson. I aui only stating that we had the niarki 
price lor that month. 

Mr. JOHM F. Dillon. Mr. Dexter testified yesterday that he bonghl 
K. P. consols as late as December in the market for 75. 

Oommissioner Andeiison. The highest price at which the bonds 
sold in February, alter the consolidation, which was on the 24th of Jan- 
uary, the issue being afterwards, was 97J, and the lowest price, 9ii^. 
Of course, it may be said that 82,000,000 of them might not have sold at 
that price, beiog a largo amount. . 

The Witness. Is it not [wssible that Mr. Gould, after getting co(m 
trot, put them on the market 1 \a that case he gave an equivalent tofM 
that price. ^ 

Q. Then, I understand, you knew nothing of this transaction, person- 
ally !— A. No. 

Q. Did you know that you referred to the fact that $3,4(K),000 wi*s 
paid for the Saint Louis pool securities, as being a transaction of Mr. 

Fuld's 1 — A. That, f suppose, was a transaction of Mr. (Mould's. J 

WAS THE RATE TO GOULD PEEFEEENTIAl! M 

Q. But that did give him a preferential rate, did it noti— A. He had 
a right to bay his securities in the market at any pric« ho conld. 

Commissioner Andeeson. But the question I that am asking is about 
the sale to the Union Pacific of the securities. He sold them at a rati}— 
exceeding the rate prevailing for these same securities in thepubliqJ 
market. ^ 

The Witness. Well, I do not suppose that is an exceptional casoS 
with Mr. Gould, is itf Mr. Gould does his business to make money. 
If he buys $2,000,000 in bonds, he would probably buy them with the 
understanding that he should put the market up. 

Commissioner Andebson. I do not think you catch my point. I am 
not speakiug of his purchase. I am speaking of a sale to a company in 
which he was a director, aud it is in reference to your assertion that in 
no cases have directors made money out of the Union Pacific. 

The Witness. That is a pretty broiid question that no person made 
money. 

Q. Out of the Union Pacifio? — A. That is what I mean. I think as 
to Mr. Gould's doing, I do not know what he does. 

Q. Do yon mean to exclude Mr, Gould in your statement that none 
of the directors have made money out of the Union Pacific! — A, No, 
sirj I do not mean to exclude anybody. I will say generally that I do 
not know anything about it and I do not recollect about it. I have no 
doubt it was done honestly in the interest of the Union Pacific, what- 
ever was done. 

Q. No matter what he did ? — A. No matter what was done with him, 
with the sanction of Mr. Ames and those gentlemen. I have no doubt 
it was honorably done. 

Q, Do we understand you as approving of a bargain by which Mr. 
Gould should purchase from the Union Pacific these securities at bet. 
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ter rates than oonld be got in the open market T — A. Tes, sir. It might 
be becaoiie of the very fact that the settlement with Mr. G<m1d wirald 
pnt the price op. If Mr. Goald had them he probably did it with the 
ondemtanding that he woold take the bonds at the price agreed, and 
he would pot the price np. 

Q. I3o we Qoderstand yon to be approving of a "bargain of this na- 
tore to be made between the company and its directors, where t^e dl- 
Teetors, who are to take these securities participate in the eondosion 
which is reached, and vote upon it f — A. As a general rale, no ; bnt 
there have been no snch instances in the Union Pacific, that I know of. 

Q. Yon know that Mr. Goald was a trastee of this very mort^iage, do 
yon not ? — A. Yes, sir ; he is now. 

CONCERNING THE BONDS ISSUED TO SAOB. 

Q. I>id you know that many of these bonds were issued to Mr. Rus- 
sell Sage at rates differing from the rates prescribed in the mortgage, 
and at better rates to him ? — A. I do not remember. 

Q. You do not know tbatf — A. I cannot say; I did not know; per- 
haps I did; I do not remember it 

Q. If such were the fact would you still adhere to the proposition 
that Mr. 8age, l)eing a director, did not obtain from the* company se- 
curities at prices which were a i)er8onal advantage to him f — A. I should 
think that whatever was done was done in the interest of the company. 
If Mr. Gould and Mr. Bage had not bought those bonds the price, prob- 
ably, would not have been 94 ; would not have been above 75. I think 
it was to the interest of the company to give them a chance to buy 
those bonds below the market price, with thb understanding that they 
would put the price up. 

Cj. If the terms of the mortgage forbid the issue of the bonds at the 
rate at which they were issued, would you consider it a proper dis- 
charge of the duties of the trustees of that mortgage to issue to them- 
selves bonds at a more favorable rate than the rates prescribed in the 
mortgage, simply because, by so doing, there would be abetter market 
nifule for the bonds? — A. Well, those gentlemen would ask you how 
you knew those bonds could be sold in the market above 75. I do not 
know that they could at that time. 

Commissioner Andebson. If they asked me that I would say, " Gen- 
tlemen, you being the trustees, you cannot buy them, and if tney sell 
for a lower price, that is the misfortune of the company; but it is not 
honest for you to buy them and fix your own rate.'^ 

The Witness. They were only one party to the transaction ; the 
other people fixed the rates and they agreed to the terms, I suppose. 

By Mr. John F. Dillon : 

Q. You have no personal knowledge, have you, of the alleged sale, 
of bonds to Mr. Gould, or the prices of them ? — A. No, sir. 

Q. You have no knowledge of it f — A. I have no knowledge. 

Q. What you said here is speculation as to the possible circumstances t 
—A. Yes, sir. 

WITNESS' TRANSACTIONS IN SAINT JOSEPH BONDS. 

By Couiniissionor Anderson : 

One thing more as to one of your own transactions. Did yon not 
} advantage from the Union Pacific Company when you sold the 



ELISHA ATKINS. 781 

taint Jd lH>titI», wbicU i;omI you 40, to the ooiuiiauy for its now stock, at 
tar f — A. They bought my bondi^ aa they bought any other iu the mar- 
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^^B- Q. I am talkiug about wlieu you sold them to the company ; did you 

^^ot get a personal advautage for them fi?om thecomiiauyf — A. I aoJd 

them at the same price as auybody else that had the same bonds. 

Q. Did you not perdoimlly make the diflereoco between the 4U, which 
the boudaoost you,aud the value of the stock which you got!— A. Yes, 
sir ; and lost the interest. The value of the stock I have got now, it 
ia not worth -what I took it for. The stock 1 bought and ititeudeil to 
hold, and am holding it now. That stock I took at par, and I have not 
seen many days siuce that I could have got over 01) or 70 for it. 

Q. I ask you whether, when you made that exchange, the stock being 
worth 95 cents in the market, you liid nob make the difference between 
what you had paid for tlie bonds at 10 and whut the stock was worth 
when you got the stock? — A. i suppose I did. 

Q. And did you not uign a paper, which was equivalent to a vote, in 
favor of that trauNactiou, which paper has been produced here, and 
which you say was brought to you and sigued after it was drawn np ! — 
^_4.. Yes, sir ; I answered that question two or throe times, 1 believe. 
^V By the Chaiuman : 

^^f Q. How do you answer it nowT — A. I say I sigued it, and it was 
^^^qnivalent to a vote iu favor of it, if that is what you want. There was 
DO difference of opinion among us. We were all of us gUd to do it. 
If 1 turned my stock iu at [>ar or held it, it was a matter of no great con- 
sequence to the public. The stock could not be sold at par. 

HOW THE G0VE2NMENT WAS BENEFITED BY THE PACIFIC EOADB. 

Q. Have yon anything else to add ? 

The Witness. In regard to settling with the Government, and why 
we should be liberally settled with, I think you will agree with me. We 
have already paid to the Government an equivalent of fully $3 for $1 
for everything that was advanced to us. Equivalent for cash to that 
amount. I get at it in this way: The Government gave us lands that 
were not worth a cent an acre without a railroa^l. They put their lands 
in the market at 12.50 au acre, and they realized on the advanced value 
of land probably the full amount of the subsidy of $27,000,000. I do 
not know how much. They have not got through with it yet. That ia 
one advantage. 

The next ia the Government saving in the cost of transportation, 
which was cash. Jt saved them so much cash. It savSd enough on 
that transportation to have paid e\'cry dollar of the subsidy. That is 
twice it was paid. 

By Commissioner Anderson : 

Q. Why do you call that a payment made hy you? — A. It is a sav- 
ing directly by llie Ouvernment. 

Q. You call it a payment! — A. (Jail it what you like. It is a saving 
the Government got. They got it in the reduced expense. I think they 
have saved more than that. 

The third advantage is chat the building the Union Pacific liailroad 
annihilated all the Indian wars. We have not had an Indian war siuce. 
Not one. Jfo troops on the plains. That saved more than the whole 
amount of that subsidy. I say, with any fair-minded man, there is no 
i-eason why the Government should be hard on ttaa tnna^s»\.^ «» \a «fcv 
tiemeut. Tbey oaght to make liberal terma. ^ 



780 tr. S. PACIFIC RAILWAY COMMISSION. 

ter rates than conld be got in the open market f — A. Yes, sir. It might 
be because of the very fact that the settlement with Mr. Gould would 
put the price up. If Mr. Gould had them he probably did it with the 
understanding that he would take the bonds at the price agreed, and 
he trould put the price up. 

Q. Do we understand yon to be approving of a "bargain of this na- 
ture to be made between the company and its directors, whefe the di- 
rectors, who are to take these securities participate in the conclusion 
which is reached, and vote upon it ? — A. As a general rule, no ; but 
there have been no such instances in the Union Pacific, that I know of. 

Q. You know that Mr. Gould was a trustee of this very mortg«tge, do 
you not! — A. Yes, sir; he is now. 

CONCEBNlXa THE BONDS ISSUED TO SAOE. 

Q. Did you know that many of these bonds were issued to Mr. Ens- 
sell Sage at rates differing from the rates prescribed in the mortgage, 
and at better rates to him f — A. I do not remember. 

Q. You do not know thatf — A. I cannot say; I did not know; -per- 
haps I did; I do not remember it. 

Q. If such were the fact would you still adhere to the proposition 
that Mr. Sage, being a director, did not obtain from the* company se- 
curities at prices which were a personal advantage to him t — A. I »hoa!d 
think that whatever was done was done in the interest of the company. 
If Mr. Gould and Mr. Sage had not bought those bonds the price, prob- 
ably, would not have been 94 ; would not have been above 75. I think 
it was to the interest of the company to give them a chance to buy 
those bonds below the market price, with thb understanding that they 
would put the price up. 

Q. If the terms of the mortgage forbid the issue of the bonds at the 
rate at which they were issued, would you consider it a proper dis- 
charge of the duties of the trustees of that mortgage to issue to them- 
selves bonds at a more favorable rate than the rates prescribed in the 
mortgage, simply because, by so doing, there would be abetter market 
made for the bonds! — A. Well, those gentlemen would ask you how 
you knew those bonds could be sold in the market above 76. I do not 
know that they could at that time. 

Commissioner Andebson. If they asked me that I would say, " Gen- 
tlemen, you being the trustees, you cannot buy them, and if tney sell 
for a lower price, that is the misfortune of the company; but it is not 
honest for you to buy them and fix your own rate." 

The Witness. They were only one party to the transaction ; the 
other people fixed the rates and they agreed to the terms, I suppose. 

By Mr. John F. Dillon : 

Q. You have no personal knowledge, have you, of the alleged sale 
of bonds to Mr. Gould, or the prices of them ? — A. No, sir. 

Q. You have no knowledge of it ? — A. I have no knowledge. 

Q. What you said here is speculation as to the possible circumstances t 
~A. Yes, sir. 

WITNESS' TRANSACTIONS IN SAINT JOSEPH BONDS. 

By Commissioner Anderson : 

Q. One thing more as to one of your own transactions. Did yon not 
obtain advantage from the Union Pacific Company when you sold the 
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(aiLt Ji> boiids, wliicli eosL you 40, to tUo coinpauy for its now stock, at 
•r ! — A. They bought my boudi^ aa tUey bouglit itiiy other in the mar- 
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^F Q. I am talkiDg about when you Bold them to thu company ; did you 
Hot get a personal advuDtage for them from the comi>any f — A. Isold 
them at the same price as anybody else that had the same bontls. 

Q. Did you not personally make tlie difference between the 40, which 
the bonds cost you, aud the value of the stock which you got T— A. Yes, 
sir; and tost the interest. The value of the stock I have got now, it 
is not worth what I took it for. The stock I bought aud intended to 
hold, and am holding it now. Ttiat stoek I took at par, aud I have not 
Keen many days siuue that I could have got over()»or 70 for it. 

Q. I ask you whether, when you matlu that exuhauge, the stock being 
worth 95 cents in the market, you did not make the diiiereuco between 
what you had paid for the bouds at 10 and what the stock was worth 
when you got the stock 1 — A. I sui>2]ose I did, 

Q. And (lid you not sign a paper, which was equivalent to a vote, in 
favor of that transaction, which paper has been produced here, aud 
which you say was brought to you and signed after it was drawn u^) 1 — 
* . Yes, sir} I answered that question two or three times, 1 believe. 
By theCnAiBMAN: 

Q. How do you answer it now 1 — A. I say I signed it, aud it was 

inivalent to a vote in favorof it,if that is what you want. There was 
no difference of opinion among us. We were all of us glad to do it. 
If I turned my stock in at par or held it, it was a matter of no great cou- 
Bequeuce to the public. The stock could not be sold at par. 

BO'W THE GOVEENMENT WAS BENEFITED HY THE PACIFIC BOADS. 

P Q. Have you anything else to add 1 

The Witness. In regard to settling with the Government, and why 
we should be liberally settled with, I think you will agree with me. We 
have already paid to the Government an equivalent of fully $3 for $1 
for everything that was advanced to us. Equivalent for cash to that 
amount. I get at it in this way: The Government gave us lands that 
were not worth a cent an acre without a railroad. They put their lands 
in the market at t'2.50 an acre, aud they realized on the advanced value 
of land probably the full amount of the subsidy of $27,000,000. I do 
not know how much. They have not got through with it yet. That is 
one advantage. 

The nejtt is the Govorumeut saving in the cost of transportation, 
which was cash. It saved them so much cash. It savfid enough on 
that transportation to have paid ex'ery dollar of the subsidy. That is 
twice it was paid. 

By Commissioner Asdersou: 

Q. Why do you call that a payment made by you I — A. It is a sav- 

_ directly by (he Government. 

^. You call it a payment! — A. Call it what you like. It is a saving 
ihe Government got. They got it in the reduced expense. I think they 
have saved more than that. 

The third advantage is that the building the Union Pacific Bailroad 
annihilated all the Indian wars. We have not had an Indian war since. 
Not one. So troops on the plains. That saved more than the whole 
amonnt of that sutisidy. I say, with any fair-minded man, there is no 
reason why the Government should be haid on this comiiany as to set- 
^fimenL They onght to make liberal terms. 
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light fcr eugine houses and shops ; oil, tallow, and waste ; rent of loco- 
motives, and repairs to locomotives ; repairs of engine houses ; turn- 
tables and machine shops ; repairs of tools, machinery and of madune 
shops; repairs and expenses of fael stations and of water stations; 
superintendence, watchmen and wipers. That is all under that head. 

MAINTENANCE OF CABS. 

Third. Maintenance of cars, $84,090.37. Under this head are included 
books, printing and stationery for the car department; fuel and light 
for car shops ; repairs of car shops and sheds ; repairs of freight, 
. caboose, baggage, mail, and express cars; repairs of sleeping cars; 
repairs of tools and machinery in the car shops; repairs to airbrakes; 
superintendence' and watchmen. 

MAINTENANCE OF WAY. 

Fourth. Maintenance of way, $328,440.44. This includes ballast, 
books, printing and stationery for the maintenance of way department, 
engineering (when not chargeable to construction) ; frogs apd switches; 
labor on the track ; protection of river banks, where streams are 
near the track; renewal of cross ties; renewal of rails; repairs of 
bridges, fences, crossings and cattle guards ; repairs of snow sheds 
and fences ; repairs of telegraph ; repairs of working cars and took, 
and of section houses; removing snow and ice; spikes andfkstenings; 
rent of track; superintendence and watchmen. 

BENEWAL OF BAILS. 

By Oommisioner Andebson : • 

Q. Under the head of renewal of rails, is it your practice, when yoa 
substitute steel rails for iron, to charge the difference between the 
cost of the two to Construction Account ? — A. !No, sir; it is not our 
practice to do that. 

Q. Tou charge it all as a part of the expenses ? — A. The operating 
expenses f Yes, sir. 

Commissioner Andebson. A good many roads pursue the other 
course? 

The Witness. I know it. We have never done it on the Union Pa- 
cific. To a slight extent it was done on the Utah and North^*n. At 
first, as it was constructed, it was built with 30-pound iron, which in 
too light for the work of to-day. Some part of the expense of renewal 
there was charged to construction ; but never on any of our other lines. 

oenebal expenses and taxes. 

Fifth. General expenses and taxes, $140,216.87. This includes books, 
printing, and stationery used in the general offices of the company ; 
the salaries of the clerks in the general offices ; any expenses incident 
to the general offices ; and miscellaneous payments on the general ex- 
X)ense accounts not properly chargeable under any other head, such as 
legal expenses. 

Q. That includes it ? — A. Yes, sir ; that includes legal expenses, sal- 
aries, and expenses of general officers, and taxes. 

By the Chaibman : 

Q. On what ? — A. On the roadway ; not including the taxes ou tiba 
lands granted by the United States* 



OLIVER W. MINK. 785 

CONSTRUCTION EXPENSES. 

Sixth. Construction expenses, $189,481.62. This covers the constrac- 
tion of ne\7 shops and new station buildings, and the payments made 
for additional equipment. Those are the principal items that enter un- 
der that head. 

By Commissioner Littler : 

Q. It does not include the cost of extending the road ? — ^A. "No, sir ; 
it does not. 

Q. Do you call that construction account? — A. We call that con- 
struction. We call that, usually, th^ construction of an extension, as 
distinguished from construction expenditures made in the way of im- 
provements. 

By Commissioner Anderson : 

Q. That item, as that account is kept, does not go to increase the 
construction account ? — A. Yes, sir ; it does. Under the ruling of the 
court that item was admitted as an expense, whether it was charged in 
the operating expenses of the company or not. If the earnings were 
sufficiently large to pay it, it was to be deducted. 

The above item, in so far as it represents construction, is entered in 
the construction account, and does increase the balance of the con- 
struction account which appears in our balance sheet. It is balanced 
on the other side of the account by the fact tl/kt the balance of surplus 
earnings appears to be larger by the same amount than it would be if 
this item had been charged against earnings in the balance sheet, and 
not charged to construction ; but it is not, I believe, balanced by any 
increase in the issue of bonds, stock, or other liabilities of the company. 

Q. The figures you have given, then, leave the net earnings for the 
year ending November 1, 1869, at $580,384.46, 5 per cent, of which is 
$29,019.22; and this we understand to be the amount accepted by the 
Court of Claims in the adjustment made by Case !N"o. 12,515 ? — A. Yes, 
sir. 

GROSS AND NET EARNINGS, KANSAS PACIFIC, FOR 1870. 

Q. Give the same item for the next year. — A. For the next year, end- 
ing November 1, 1870, the gross earnings were as follows : 

1. Commeroial freight $1,557,069 43 

2. United States freight 106,737 81 

3. Commercial passenger 551,369 76 

4. United States passenger 73,660 13 

5. Express 34,369 94 

6. Mail 52,137 85 

7. MisceUaneous 19,680 73 

Total 2,395,025 65 

The expenses were : 

For conducting transportation t 424,034 07 

Motive power., 565, 7&0 67 

Maintenance of cars 143,559 92 

Maintenance of way 373,187 28 

General expenses and taxes 163,563 31 

Constmction expenses 934,322 68 

Total 2,604,447 93 

In that year there were no net earnings. The expenses exceeded the 
earnings. 

50 P B 
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CONSTBUOTION EXPENSES. 

By the Chaibman : 

Q. What explanation do you make as to the item of $934,322c68 in 
the year 1870 1 — A. It was made up very largely of masonxy, new ma- 
chine shops, new car-shops, new stations and warehouses, new section 
and tool houses, new fuel and water stations, and new equipment; 
$440,353.56, representing new equipment. 

By Commissioner Andebson : 

Q. Do you suppose the vouchers at Omaha will show whether that 
was all actually expended during that year ? — A. Yes, sir ; I have no 
doubt they will. 

Q. If you had not charged up that construction matter you would 
have had $700,000 of net earnings, on which the Government would have 
had 5 per cent. ? — A. That is right. 

ITS BEABINa on GOVEBNMENT 6 PEB CENT. 

By the Chaibman : 

Q. Who is the loser there, on that system ? — ^A. The Government has 
lost 5 per cent., because under that law, there were no net earnings 
that year. I will explain that briefly. I will tell you how this account 
was stated. In the beginning, the Union Pacific Bailroad Company 
brought suit for its half of transportation withheld by the United Stated 
under the act of 1873. The United States filed a setoff, under which 
they made a claim for 5 per cent, of the net earnings of the Union 
Pacific Railroad Company. At the same time, I think, they brought 
sui^s against the Kansas Pacific; but they were never advan^d. 
Finally, when the conclusion was reached with the Union Pacific Com- 
pany, the account of the Kansas Pacific was stated under that ruling 
of the court, although it was not stated until 1881 or 1882, when the 
mail controversy and net earnings controversy, under the Thurman act, 
arose. So that this account, while made out under the rule laid down 
by the court in the case of the Union Pacific Railroad Company in 1875, 
was not passed upon by the courts until they made a ruling on the net 
earnings under the Thurman act. This account, I want to impress upon 
your minds, was before the courts for four or five years after the original 
definition of the term ^*net earnings" had been made by the Supreme 
Court; and neariy all the questions you have suggested, I remember^ 
were then suggested in the courts. 

aBOSS AND NET EABNINQS FOB YEABS SUBSEQUENT TO 1870. 

By Commissioner Andebson : 

Q. Give us just the net earnings, as they appear, and the 5 per 
cent, for the subsequent years. We had better get these figures in the 
account stated, and not take them all down now. — A. For the year 
ending November 1, 1871, the net earnings were $13,942.99; but, as 
they were insuflacient that year for the payment of interest on the first 
mortgage bonds, the United States became entitled to nothing in th6^ 
way of 5 per cent. 

By the Chaibman : 

Q. What was your total gross receipts that year ?— A. $1,918,289.52. 
The operating and construction expenses were $1^.004,346u53. 
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Q. What was your item for construction that year t— A. $376,727.26. 

For 1872: 

Grofls earnings $2,202,704 60 

Operating and other expenses 1,446,004 85 

Net earnings .' 756,699 75 

Five per cent 37,834 99 

In 1873: 

Gross earnings 2,212,842 80 

Expenses 1,441,614 52 

Net earnings 771,228 28 

Five percent 38.561 41 

Q. What were the construction expenses f — A. The construction item 
was $61,222.08. 

In 1874 : 

^ Grosseamings $1,979,401 77 

Expenses 1,114,019 66 

Net earnings 865,382 11 

Five percent 43,269 11 

Q. What was the construction item f — A. Construe tion, $26,612.72. 

In 1875 : 

Gross earnings $1,987,323 86 

Expenses 1,147,287 74 

Net earnings 840,036 12 

Five per cent 42,001 81 

Constmction expenses 4,998 12 

In 1876: 

Gross earnings.. 1,858,749 48 

Expenses 1,178,605 24 

Net earnings 680,144 24 

Five per cent 34,007 21 

Construction expenses 2,658 09 

In 1877 : 

Gross earnings 2,287,947 55 

Expenses 1,339,456 81 

Net earnings 948,490 74 

Five per cent 47,424 54 

Constraction expenditures • 1 30 

In 1878: 

Gross earnings 2,799,914 48 

E^enses 1,587,521 25 

• Neteamingfr. ' 1,212,393 23 

Five per cent 60,619 66 

Constraction expenditures 59,011 87 

In 1879': 

QroBS-eantinga; 3,385,885 00 

Expenses.:. 2,268,217 67 

Netearnings , 1,117,667 33 

Five percent.. 55,883 37 

Construction expenditares , .312,330 80 
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For the year ending November 1, 1880 : 

Gross earnings $3,661,197 45 

Expenses 2,227,784 61 

Net earnings 1,433,412 84 

Five percent 71,670 64 

Constrnction expenditures 282,701 25 

In the next settlement we covered the period extending from Novem- 
ber 2, 1880, down to the end of the .calendar year ending December 
31, 1881, a little more than a full year. 

From November 2, 1880, to December 31, 1881 : 

Gross earnings $4»409,463 36 

Expenses 2,855,638 77 

Net earnings 1,553,824 59 

Five per cent 77,691 23 

Construction expenditures 91,462 77 

For the calendar year ending December 31, 1882: 

Gross earnings.. 3,162,351.34 

Expenses 1,944,666 42 

Net earnings 1,217,684 92 

Five per cent 60,884 25 

Construction expenditures 56,473 78 

That comes down to the time of the judgment. 

Q. Can you continue them f — A. If you would like to have me do so; 
yes, sir. We have paid the Government every dollar they have de- 
manded down to date, excepting $43. 

THE MANNER OF STATING THE ACCOUNT WITH THE GOVEENMENT. 

Q. That is, assuming that your declaration of net earnings is on a 
correct basis? — A. The accounts to and including 1882 have been ad- 
judicated. We did make a contest over 1885, but the Secretary of the 
Interior ruled against us, and we let it go. In all the figures which I 
have been reading I have been giving you the earnings on the 394 
miles. I will have to make an equation to do it alter this. The way the 
account is stated it gives the earnings of the whole line, and after the 
net earnings are struck the equation is made on the net. Last year we 
furnished the Commissioner of Kailroads an account, and asked him if he 
would lay down a rule for ascertaining the actual earnings east of the 
394th mile-post as distinguished from the earnings west. We came to 
no conclusion. The account was finally stated by taking the distances 
actually hauled. The earnings were distributed between the sections 
of road in proportion to the distance hauled east or west of the divid- 
ing line, at the 394th mile-post, on a pro rata basis. The Kansas Pa- 
cific, running out from Kansas City, has, in Missouri, about one mile 
of non-subsidized road. Then comes the State line, from which the sub- 
sidized line extends for 393|f miles. There is, I believe, nothing at the 
point to mark it. Then for nearly 245 miles, to Denver, it is non-aided. 
The business coming east naturally goes to Kansas City, and to give 
the seven-tenths of a mile in Missouri a prorate on earnings would be 
to give it nothing at all ; while on the other hand the expenses incident 
to that seven-tenths of a mile are enormous. 

By Commissioner Littler : 

Q. That seven-tenths of a mile embraces all your sidings and terminal 
facilities f-^A, YeSj sir ; the taxes alone are more on that piece of road 
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than it would earn on a pro rata basis, and I confess I do not know how 
to divide the earnings except on a constructive mileage basis. We ap- 
XK>rtioned the earnings in the way I have indicated and paid the com- 
missioner the amount claimed by him. We separated all the local earn- 
ings on the road east of the 394th mile-post, and gave the United States 
credit for them. All the business that passed over the line was divided 
in proportion to the distances actually hauled on a straight mileage 
basis, and a forther credit was given for that. Then we stated the ex- 
pense account, by including all the expenses that belonged to the sec- 
tion of the road east of the 394th mile-post, and divided the expenses 
that were general on a car or train mileage basis. The expenseson that 
basis were then deducted from the earnings. 

Commissioner Andeeson. Of course the entire terminal facilities of 
Elansas City are not included in the subsidized road. 

THE OMAHA BRIDGE. 

The Witness. We did include them in the account to which I have 
referred. We made no distinction in making our report as to that 
seven-tenths of a mile. We assumed it to be subsidized, and paid the 
United States whatever was earned on it. We allowed everything that 
was earned east of the 394th mile-post, although technically we ought 
not to have paid anything on that seven- tenths of a mile. The same 
question has arisen with reference to our Omaha bridge. The Union 
Pacific main line is subsidized from Omaha west. There is no subsidy 
on the bridge. The last subsidy bond was issued to our company in 
1869 ; the bridge was not commenced until 1871; yet last year the Com- 
missioner called on the company for 25 per cent, of the net earnings of 
the bridge, and the amount was paid, though under protest. 

By the Chairman : 

Q. Did the courts not put that bridge in as a part of the road ? — A. 
Yes, sir ; they did. I do not think the question was then understood. 
At all events the question was not then raised. 

The Chaebman. The question was raised in this way : Whether the 
transportation across the bridge should be at the usual rate of transpor- 
tation across any other part of the railroad, or whether the company 
was entitled to charge according to its special rates, considering the 
bridge as something difierent from the rest of the roads. 

The Witness. That ii-as right. That was one question ; but we had not 
raised nor thought or raising the question about the bridge beiug subject 
to the Government lien. The compauy did not want to make a further 
distribution of its accounts. It appeared to be unnecessary. It costs us 
eight or ten thousand dollars a year to apportion them, I presume. It 
would have been better to have paid the Government that eight or ten 
thousand dollars on the bond and interest account than to pay it for clerk 
hire. We therefore never raised the question as to the bridge. But the 
instant the Commissioner of Bailroads made a demand upon us for a re 
statement of the accounts of the Kansas Pacific division, we proposed 
that we should exclude the bridge. Our proposition was rejected, the 
Commissioner's ruling confirmed by the Secretary, and we have had to 
pay under it, although under protest. We have now filed a petition in 
the Court of Claims to get it back. I would like to explain this right 
here. I think a restatement of the earnings on the Kansas Pacific 
would give the Government about $20,000 a year more than they get on 
a mileage basis. On the other hand, I think if we throw out the bridge 
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on the Union Pacific, it would represent about $75,000. I think, there- 
fore, that the request of the United States to separate the i^ded from 
the non- aided road would, if carried out^ save us about (50,000 a year. 

Gommissioner Littler. Ton cannot separate the earnings of ibis 
road, you say! 

The Witness. After 1882, the figures I am going to read to yoa are 
from the report of the Gommissioner of Sailroads. From this time tiie 
equation was made against. the net only. I can make an equation in a 
few minutes for the gross and operating expenses, and net. 

Gommissioner Littler. Give it as you have it. 

GROSS AND net EARNINGS FOR 1883 AND 1884. 

The Witness. 

For 1883 the gross earnings of the entire line from from Kansas City to 

Denver (639 miles) were $4,543,317 30 

Expenses, inclading constraction and equipment 2, 939, 393 66 

Surplus 1,603,923 64 
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of that amounts to 988,96074 

Deducting now the new construction and new equipment expenditures 
on the aided road 20,81217 

And it leaves the net earnings on the aided road 968,14S57 

Five per cent, of this is 48,407 43 

For 1884, the gross earnings of the entire line from Kansas City to Den- 
ver were 4,427,49190 

Theexpenses 2,511,035 83 

The surplus 1,916,456 07 

M^ of that amount is 1, 181, 664 ^ 

Deducting the new construction and new equipment expenditures 32, 789 05 

Leaves the net earnings 1,148,875 57 

Five per cent, of that is 57,443.78 

Q. YourcoDstructiou item is equated also, I suppose? — A. No, sir, 'the 
improvements on the roadway, construction proper, are apportioned as 
the expenditures are made on the line. But the new equipment is 
equated on a mileage basis. In 1885 the gross earnings of the line from 
Kansas City were made up on the other basis. 

aEOSS AND NET EARNINGS FOR 1885. 

Q. What basis was that ? — A. It was by location, and not wholly oa 
an equation. 

The earnings of the aided part of the road £rom Kansas City to the ' ^ 

394th mile-post were $3,815,287 » 

Theexpenses 1,891,711 » 

The surplus earnings 1,923,575 39 

The new constraction and new equipment expenditures were 39, 837 61 

The net earnings -. 1,883,73778 

Five per cent, of which was 94,18^^ 
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The Chairman. Will you please to furuisli to me, as a Oominissioner, 
the balance received by the Union Pacific Company in pool settlements, 
and added to gross receipts, before the deduction of operating expenses! 

Commissioner Littler. Will you also please let this statement show 
the amounts the Union Pacific Railway Company have paid to other 
companies in pursuance of the pool contract ? 

The Witness. We will furnish you with everything you ask for. 

OLIVER W. MINK. 

The Commission then adjourned to Saturday, May 28th, 1887, at 10 
a. m. 



Equitable Building, 
Boston^ Mass.y Saturday, May 28, 1887. 

The Commission met pursuant to adjournment, all the Commissioners 
being present. 

OLIVER W. MIN"K, being further examined, testified as follows: 

GEOSS AND NET EARNINGS FOE 1886. 

The Witness. The figures for 188G as to the Kansas Pacific Railway 
Company have never been acted upon by the Government. They ap- 
pear as follows on our books : 

The gross earnings of the whole line from Kansas City to Denver are. . $4, 878, 312 05 
Expenses and taxes 2,799,237 68 

Surplus 2,079,074 37 

The Hi is 1,274,502 80 

Deduct new construction and new equipment 188, 149 38 

Net earnings aided line 1,086,353 42 

5 per cent 54,317 67 

By Commissioner Andebsonl: 

Q. Is that computation made by the old system? — A. That is made 
by the old system ; yes, sir. 

Q. And straight mileage ? — A. Straight mileage ^ in order to protect 
ourselves, and not be obliged to write off any deficiency on this account 
when we come to make a settlement with the United States Railroad 
Commissioner, we had added, in a special entry, $35,000 in the way of 
contingent liability to our obligations for the year. 

Q. To cover any additional charge that he might make ? — A. Yes, 
sir. 

By Commissioner Littler : 

Q. That who might make 1 — A. The United States Railroad Commis- 
sioner. 

By Commissioner Anderson : 

Q. It does not profess to be accurate *? — A. No ; it is merely approx- 
imate, and entered now so that in case any further amount is hereafter 
foand to be due from the company we will have charged off in our cur- 
rent account $35,000 of the amount ; we did not want to inflate the ex- 
pense account of some subsequent year by including items properly 
chargeable to a preceding year. 
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By Commissioner Littler : 

Q. If any additional charges are made by the Eailroad Commissioner 
in stating this account, that sum is held in reserve to meet those charges 
and any balance remaining will be covered back into the treasury !— A. 
Into our income ; yes, sir. 

METHOD OF KEEPINa ACCOUNTS OF BRANCH LINES. 

By Commissioner Anderson : 

Q. How are the different accounts of these diff^erent branches kept!— 
A. Each one of the various companies has its own set of account books, 
showing its stock, its debt, and, on the other hand, its resources. The 
earnings of these various lines are ascertained at Omaha in the ac- 
counting office of the Union Pacific Eailway Company. 

Q. Then the different station agents and freight agents make their 
daily reports directly to Omaha? — A. Omaha; yes, sir; all the lines 
are operated as if they were members of one great system of railroads, 
and the distinction between the ownership is scarcely known on the line 
of the road. 

Q. I want to ask you if we should take from the books just referred 
to the freight and passenger business of the Echo and Park City Bail- 
way, for instance, for one year (it appearing by your tables that that 
company is allowed a constructive mileage of two for one both on pas- 
senger and freight), could we not, taking a statement of that business 
for the whole year, apply to it such correction as would inform us how 
much those gross earnings would have been if computed on a straight 
mileage? — A. Yes, sir. 

Q. The result would be an approximation, but if applied to the gross 
earnings of each month it would be reasonably accurate, would it f— A. 
Yes, sir ; we have the monthly system of accounts. 

STATEMENT OF FREE TRANSPORTATION. 

The Witness. The chairman asked me to introduce a statement 
showing our free transportation in 1886, an d I will submit the follow- 
ing table : 

The paper referred to is marked " Exhibit Ko. 1, May 28, 1887," and 
is as follows : 

Exhibit No. 1. 

[The Union Pacific Eailway Company, Office of A nditor of Passenger Accoants.] 

Omaha, Nebr., March 29, 1687. 

Comparative statement of free transportation furnished during the years 1885 and 1^86, on 

trip, time, and annual exchange passes. 









TRIP PASSES. 








_,^ 


Account. 


1886. 


1885. 


MileatJ^- 


Passes. 


Fares. 


Amount. 


Mileage. 


Passes. 


Fares. 


Amount. 


President's office: 

Complimentary 

Press ..........•■.•.•> 


112 

2 

3 

64 


172 
2 
3 

98 


$4,878 54 

63 98 

57 26 

3, 029 83 

1, 724 18 


157, 372 

2,064 

1.847 

97, 737 

55, 262 










• •••*• ■ 




• • * * 


£mnlov6s ............ 




Foreign roads 

TJnreDorted 


. . • • 







$7, 511 73 


"'i%^ 










Total 


181 


275 


9, 753 79 
2,242 06 


314, 282 

\ 




....... 


7, 511 73 


J 








A 


=\ 
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Cemforatitit ttatemeitl o/fiee Iraatporlation, ^e. — CoDtinued. 

TBIP FASSES-CouUuaed. 



Account. 


ISSB. 


1885. 


Fenm 


^^ 


AraooDt. 


MUeaee. 


PUDTO. 


F^. 


An»nnt. 


Uileage. 


General mBnainr'B offiDS : 

aS-"7.:::-:- 


i.m; 


1,511 


Oi 173 76 
V ISO IB 
flIoMfiO 


745,000 

593,6 2 
a, 2So! 804 

■asa 

0,661 


% 


8,408 
3,046 


»23,BM03 
7; 600 61 

74; 564 75 
10 143 37 
i;8jB84 


m.^ 




"si 


£miilaj«a' funilV"-"- 














HUM 


11,279 


lM,0i3 46 


4,004,047 
170,895 


5,085 


11,231 


180,958 78 


4.784,052 






7, MS 80 


























Qtmeral tnfflc miuiager'B 


648 

3 

2M 

3 


JOB 

i,8se 

li 


2,906S8 
»,887 11 

'••IS 

B7.03S sa 


06,463 

188,028 

1,828,310 

2; 004 


108 


236 
1,445 


31,498 23 


926; BOO 






217 
1,268 


si 


11 

34,905 89 




ii-£;S^'.::: 

nmlKnnudB 


80.986 
10,565 






















B,B7B 
1,378 


'iS 


140,024 30 


4,520,138 


3,000 


9,275 


150,493 68 










9.660 10 


























S^- 


eso 

G58 


2.SM 

iO&l 
1,009 

1,483 

i. 


17,300 63 
65,67170 

is; 374 04 

^'-66 84 
'a4 34 


553,967 

Bt.97^ 
2,114.0JO 

II 

'785 


8 
SOS 


2.108 

1,694 
209 
40 


15,7*6 62 

25:708 55 
18.908 00 

42 83 


*B,724 










. ife"';;. 


is 










»g 


'JS 


121, S62 03 
40,U39E3 


1,523; 216 


8,574 


8,305 


87,632 61 


2,674,102 














AmisWnt eeneral gnpei- 
ioleadents olHoe: 




■■l 


fa. 018 Ds 

10,733 43 
17 SI 


1, 704] 408 
345,343 

'569 


"■g 


6,616 


90 41 
43, 308 22 
2^235 61 
1,084 67 






fl9ll 




Foreign roode 
























1,333 


3,655 


Bt, 717 03 


2,070.304 
114,071 


3,381 


7,600 


08,817 01 


1,085,283 






a,OM 


4,035 ( 3,100 88 






















SnpciintcDileatSebnufca 
divieloa: 


a, MO 

13 


6,870 
1,913 


17,67191 

' 152 98 
10 43 


*'6ao 


1.81 


3-8« 


56 34 
16,347 88 

■•■ss 


1,657 


bllnghmiBU 






7 


8 


26 05 










497 ei 


18,052 




















^ 


s;9Bl 


1;^K 


843,139 
329,377 


2,12S 


4,323 


17,433 00 
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Comparaiive statement of free transportation furnished ^. — Oontinned. 

TKIP PASSES— Continued. 



Ao count. 



Superintendent Kansas 
division : 



Complimentary . 
al 



Legal 

Employes 

Employes' family. 
Eating houses — 

Foreign roads 

Tra£ac 



Total .... 
Decrease. 



Superintendent Colorado 
division : 

Employes 

Employes' family — 

Eating houses 

Foreign roads 

News agents 



Total .... 
Increase 



Sui>enntendent "W y o 
ming division; 

Complimentary 

Employes 

Employes' family... 

Eating houses 

Foreign roads 

Traffic 

News agents 



Total .... 
Increase 



Superintendent Idaho di* 
vision : 



Complimentary . 
" al 



Legal 

Employes 

Employ 68' family. 
Eating houses — 

Foreign roads 

Traffic 

Newsagents 



Total.... 
Increase . 
Decrease . 



Superintendent S. L. & 
w. division : 



Press 

Legal 

Employ6s 

Employ 6s' family. 

Foreign roads 

Traffic 



Total.... 
Decrease 



Superintendent of ma- 
chinery : 
Empioy6s 

Decrease 



Superintendent of tele- 
graph: 
Employ6s 

Decrease 



1886. 



Passes. 



5 

4 

945 

430 

86 

2 

2 



1,474 
234 



1,251 

290 

57 

9 

6 



1, 613 
1,186 



784 

240 

100 

12 



1,141 
101 



Fares. 



12 

9 

2,061 

976 

178 

13 

2 



3,251 
156 



3,468 

692 

97 

10 

8 



4,275 
3,494 



1,745 

489 

143 

22 



9 



Amount. 



$16 25 

20 30 

11, 198 7: 

4, 959 81 

1, 366 39 

25 76 

2 36 



17,558 58 
3,607 83 



9, 018 78 

1,489 66 

272 54 

46 66 

26 30 



10, 853 94 
8, 883 73 



7, 307 47 

1, 518 17 

743 48 

44 31 



94 95 



2,408 
323 



8 

2 

1,015 

850 

39 

8 

2 



1,424 



294 



2 
1 



2 
7 

7 



19 
116 



100 



294 



196 
1^ 



13 

4 

2,826 

710 

67 

12 

4 



3,636 
144 



4 
2 



6 
14 
22 



48 
210 



148 



465 



264 
227 



9, 7t)8 38 
3, 298 45 



37 81 

33 46 

16,211 19 

3, 891 80 

277 40 

128 21 

9 47 



20, 589 34 
"553' 89 



6 88 
3 35 



9 80 
23 44 
36.33 



80 30 
213 00 



2, 154 27 



5, 542 72 



2, 264 27 
2, 161 02 



Mileage. 



492 

655 

856,896 

159, 297 

43,676 

831 

76 



1885. 



Paaaea. 



561,923 
57 678 



289, 882 

47, 986 

8,766 

1,480 

848 



348,402 
290, 514 



233, 781 

48,890 

23,582 

1,394 



3,063 



310, 710 
122, 478 



1,112 

984 

520, 083 

125, 010 

8,908 

4,096 

300 



660,493 
38,633 



222 
108 



816 

756 

1,188 



2,590 
6,037 



68,624 



157,758 



73, 041 
67, 114 



6 

1,150 

45i 

99 



1,708 



411 

16 

1 



427 



1 

898 
72 
68 



1,040 



1,650 

107 

55 

1 



1,718 



1 

126 

8 



135 



Fares. 



11 

2,234 

979 

181 



3,407 



760 

26 

6 



781 



2 

1,830 

147 

104 



2,085 



17 



3,192 

192 

87 

2 



3,492 



2 

244 

12 



258 



304 



315 



603 



491 



Ajuount. 



$64 02 

13,660 84 

6,006 63 

1,812 28 



14 14 



21,066 41 



1,902 72 
66 27 
1122 



1,070 21 



925 

5,491 43 

416 79 

488,86 



3 60 



6,409 93 



60 12 



19,304 74 

1, 319 62 

452 64 

406 



11 16 



21, 143 23 



360 

269 76 

19 96 



293 30 



492,041 

176.666 

88,596 



416 



mm 



55,963 

1,655 

830 



57,548 



272 



12,258 
14,378 



106 



1,474 
'687,'787 



18,313 
146 



328 



7, 



106 
937 
584 



7,696 99 



226,382 



4,426 29 



130,155 
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Aocoaut 


im. 


188. 


Pimm. 


Fares. 


Amonflt. 


Milwge. 


— 


Farea. 


Anjonnt. 


Milease. 


"-^'.se^;. 


sT 


-:k 


»I.K1M 


18.130 


128 


219 


»3, 810 50 


05,576 






i.neas 


47,437 
















'^uSr^.'!'-.;... 


MS 


S72 


8,710 46 


.,..» „ 


1,067 


,335. 










4W 


IKS 


6.125 37 


190,810 
















Ag^JOj,*., 


523 


613 


5, 331 « 


171,256 


498 


605 


6,7*160 


168,871 






23 


43 




2,3BS 












410 18 


























'^•'ti^rr.^'y.: 


2,022 


2,028 


11,527 82 


868,690 


1.896 


1,896 


11,968 77 


351.876 






m 


127 




10,823 












435 93 










^'£eVf::!"r!^^... 


165 


,» 


602 81 


22,198 


207 


813 


924 41 











U! 


120 


231 83 4,095 




















Ag^^^: 


m 


1S3 


2,229 30 


71.611 


122 


124 


2.000 91 


60.027 






40 


3» 


222 26 


12 584 




















Ag^^SonthO»ai., 


2S1 


357 


1,481 11 


47 778 






















2E1 


2C7 


1,48111 


47.778 




j 









SUMUABY OP TRIP PASSES. 



1 offi 






15,610 69 
li;04l64 
J2l,4B7 15 
59,116 5:1 
mors 12 

65; 958 00 


85,202 
1,654.480 

373.000 
'?,108,S,14 

4,ni,'ssa 
ie,S90 

16,1)53 


■'i's99 

3;iM 

l'l« 
4;bJ0 


Kim 

1,603 

26,032 

1.053 
S,IU2 


Si 

17?: 780 41 

60, est vi 

13, MS 40 
141.177 80 

'288 88 






619 

"'■Z 


m.iaa 

iS 












I^S^'fiiiiiV":"::: 


6, KB, 22* 
1,784,824 


































**'23S 


62,880 


ai2, 030 42 


10,633,217 
2. 365: 129 


27,710 


66,004 


537.465 02 
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Comparatiee alatemmt o/frce tran$porfation furnMed, ^e, — Conliuned. 
TIME PASSES. 





™. 


im 




. Amount 


MUwigB. 


A^^ 


UlMgt, 


Jiiiiin.1 MoluH«MForm A) : 


K71 30 


14;7M 


(1.081 00 

Oll« 
. 4,400 75 

23,752 70 
1,075 BO 














St, maw 


l.UKilM 






















37.788 »a 


1,314,K10 


34, 4BB 24 










38,540 38 

3a ijfl BO 

l,ED3M 
875 83 

"ill 


1,013,181) 

72,155 

1,374,UD3 

I,1H.Z1S 

M;744 

3S0[<189 
211,470 


























































roU]{FoTmB) 


129,063 AT 


4. mm 


168,837 54 


4,111,8(9 


ForniDr 


2B7,B71 34 


&.m^- 


4ll3,«47M 


i.i».m 


CommEccUl (Ponn L) ! 


40131 
2.ail2a 

m,w\ 3B 


13,335 

143,4211 
2,037:435 












































90,BZ7 Ofi 
35,315 14 


%9I4.18S 


61,9713 35 
27,fl55 it 








^"Ed^^ri.l 


i.iHila 


813, !B 


FonnL-aU: 


60.*55l)8 


], 014, 509 


So, 016 41 










0)1,^21 25 


ll).iM,BSli 


IB,lHi» 







ebcapititLaTiOn. 





»80.034 40 
61,'ial»3 

190, 730 aa 

OU, 770 Bl 

lie. 104 3B 


1,«7.693 

a:83»;o4i 


43,672 54 

e]4Bfl 26 
167>0 63 
























Total 


605,023 75 


18,181.452 


476, 830 20 


U0!.,«!7 




510, 031 76 
61,17170 
13, 648 47 


'440;7S9 
1, 657, 060 


386.108 04 

]3;B»8 46 
50,306 38 


7rSi«i 




l,47fti» 










•total » 


*15,Ma74 


20,713,458 


311,114 32 






1.724 18 


55,263 


T.fill TS 
















TqW 


1.724 18 


53,202 


147, 34^27 


QrandWUl 


1,2111.26167 


1: 539; 500 


1.138, 233 70 


^°"*" 
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The Witness. I also produce a table showing the rates of construct- 
ive mileage allowed for the various branches and parts of the road. 
The paper is marked "Exhibit No. 2, May 28, 1887," and is as follows : 

[The Union Paoifio Bailway Company, comptroller's office.] 
Statement of constructive mileage allowanceSf October 11, 1886. 



Mileage allowance. 



Boad. 



Freight 



* ITnion Division : 
Bridge 



Bast of Cheyenne 

West of Cheyenne 

Kansas Diyision 

LeaTenworth Branch 

Benver Pacific Division 

Omaha and Bepnhlioan Valley R B 

Omaha, IS^iobrara and Black Hills B. B 

Colorado Central B. B., Jnlesburg Branch. 

Echo and Park Citiy Bwy 

Colorado Central B. B. : 

Broad Grange 

lif arrow Ganse 

Salt Lake and W^tem B. B , 

Denver, South Park and Pacific B. B. : 

East 



West J 

♦TTtah and Northern Bwy , 

♦Oregon Short Line Bwy , 

Gree&y, Salt Lake and Pacific Bwy : 

Broad Gauge 

Narrow G^nge 

Lawrence and Emporia Bwy 

Laramie, North Park and Pacific Bwy 

Junction City and Port Kearney B. B 

Solomon B.B — 

Salina and Southwestern Bwy 

Denver and Boulder Valley B. B 

Gelden, Boulder and Caribou Bwy 

Georgetown, Breckenridge and Leadville Bwy 

Kansas Central B. B 

Montana Bwv 

Denver and Middle Park B. B 




NOTB. — The earnings on business passing between points on the Union Pacific east of Granger and 
points on the Utah and Northern north of Pocatello, when routed via the Oregon Short Line, are divided 
as follows : 

The Oregon Short Line is allowed half a cent per ton per mile, the estimated cost of doing the; work. 
This represents, on the distance from Granger, via the Oregon Short Line, to Pocatello, 214 miles, $1.07. 

The Stance between Granger and Pocatello, via Ogden, is 310 miles. There is, therefore, as op- 
posed to the direct route, a loss of 96 miles. At half a cent a ton a mile the use of the straight route 
would result in a saving of 43 cents. 

This saving, in addition to the rate of half a cent a ton a mile on the actual haul, is allowed to the 
Oregon Short Line Company, making, in all, $1.55, or . 0072 +, or, say. £ of a cent per ton per mile. 

Tnis amount is allowed to the Oregon Short Line Company as an arbitrary. The balance of the 
fhrongh rate is divided between the Utah and Northern on a basis of two miles for one of the Union 
Pacific on a straight niileage basis. 

Q. Have you a printed list of your rates of fare and freight charged! — 
A. Yes, sir. The printed lists are at Omaha. I will procure and deliver 
them to the Commission if yon would like to have me do so. 

Oommissioner Anderson. No ; we are going there and we can get 
them there. 

AFTEBNOON SESSION. 

OLIVER W. MINK, being further examined, testified as follows: 

By Oommissioner Anderson : 

Question. Please continue your statement. You start with the Union 
Pacific in what year f — Answer. From the 6th day of November, 1869, 
the day wfepjj the Union Pacific was found to have beeii eovsi'^^Xi^^. 
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Q. At that time the United States was entitled to 5 per cent, of the 
net earnings^ and to retain only one-half? — A. Yes ; from that day down 
to the date when the Thurman act became operative. 

COMMENCEMENT OF OPERATION OF 5 PER CENT. RULE. . 

By Commissioner Littler : 

Q. At what time did the Supreme Court judicially determine the 
Union Pacific road completed for the purpose of computing the 6 per 
cent.? — A. November 6, 1869. The road was opened from Omaha to 
Ogden on May 10, 1869. 

GROSS AND NET EARNINGS OF UNION PACIFIC FOB 1870. 

By Commissioner Anderson : 

Q. Please give us the net earnings as they appear each year.— A. For 
the year from November 6, 1869, to November 6, 1870, gross earn- 
ings: 

Commercial passenger, representing the earnings derived from the 
transportation of all passengers excepting officers and employes of 

the United States #3,643,228 01 

United States passengers, representing the transportation of United 

States troops, &o 271.811 24 

United States mail 271,352 04 

Express earnings 284,841 71 

Commercial freight, representing the revenue derived from the 
transportation of. all freights, excepting Unit-ed States and com- 
pany freights 2,668,143 60 

United States freight 2:»,047 98 

Company freight 482,387 43 

This latter represents the charge made by the company for the 
transportation of its own supplies. The rate at that time was proba- 
bly three-quarters of a cent per ton per mile — either three-quarters or 
one cent per ton per mile. The amount is added to the cost of the 
material at the point at which it is laid down for use, and the ex- 
penses are increased to the same extent. 

Telegraph earnings 9,380 01 

Ferry earnings 65,347 61 

This latter represents the earnings of the ferry between Omaha . 
and Council Bluffs prior to the construction of the bridge. 

Car service earnings 58,243 38 

This represents &e amounts received by the company from other 
roads for the use by them of this company's cars. 

Miscellaneous earnings 116,300 14 

Rent of buildings •. 18,129 25 

Total earnings 8,125,212 40 

The operating expenses were as follows : 

Conducting transportation $829,771 15 

Motive power 1,778,601 44 

Maintenance of cars » 608,622 90 

Maintenance of way.. 1,403,090 28 

General expenses, including taxes 445,119 88 

This includes only the taxes on the lands in use by the railroad 
company in the conduct of its business ; it does not cover taxes on 
lands granted by the Government. 

Ferry expenses 54,714 8^ 

Deficiency in fuel and material accounts 1 75, 577 54=^ 

This latter item represents the deficiency in our ''material on 
hand'' account as disclosed by the annual inventory. It is due to 
the fact that larger quantities of material were Tiim^ d.^^iQ&[ tho 
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Now, as the net earnings were insoflleient in amonnt to meet tlie flf^t 
lortgnge girfd interest in that year« nothing was fonud to be due to the 
Fnited States on account of 5 per cent. 

By Commissioner Littubb : 

Q. How did yon provide fM' the deficit of interest t^ A. Theneteani^ 
igs were almost sufficient^ I see, for the i>ayment of the interest ; the 
aSance must have been provided by the sale of securities, or through 
36 creation of a floating debt, or paid from the earnings of sub^ste^ineut 
ears — ^it is not disclosed here. 

BOSS Aia> NET EARNINGS OF UNION PAGIFIO FBOM 1871 TO 188& 

or the year ending November 5, 1871 : 

GroBseamings #7, 56a, 006 59 

Operating expenses 3,764«164 65 

Net earnings 3,7U8.S4l U4 

Five per cent 18U,1M)) OU 

or the year ending November 5, 1872 : 

Groeseamings 18,659,031 66 

Operating expenses 5,399,0^5 34 

Net earnings 3,«60.006 3s3 

Fivepercent , KJ3.000 a^ 

or the year ending November 5, 1873 : 

Gross earnings $10,666,117 )M) 

Expenses 5,481,727 60 

Net earnings 5.184,389 70 

Fivepercent 259, UlU 49 

or the year ending November 5, 1874 : 

Gross earnings J10,8:M,05l 49 

Expenses 5,392,825 63 

Net earnings 5,441,825 80 

Fivepercent 272,091 29 



or the year ending November 5, 1875 : 

Gross earnings 

Operating expenses 5, 999 



Gross earnings 912,481,204 48 

,521 47 



Net earnings 6,481,083 01 

Fivepieroent 324,084 15 

^W— ^1^1— —II ■ II I I I ■ ^ 

or the year ending November 5, 1876 : 

Gross earnings $12,072,457 27 

Operating expenses 6,826,029 35 

Net earnings 1,W^^^ ^>' 

Fivepercent ." Wl.^X^V \^ 
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For the year ending November 5, 1877 : 

Gross earnings • |12,890,420 84 

Expenses 5,7:41,222 76 

Net earnings 7,160,198 08 

Five per cent - • 366, 459 90 

The next period was from November 6, 1877, to June 30, 1878, the 
date when the Thurman act became operative — eight months : 

Gross earnings for that period i-. -- |7, 782,839 95 

Operating expenses 3,892,262 06 

Net earnings 3,890,577 89 

Five per cent 194,528 89 

Under the Thurman act, the account for the period from July 1 to 
December 31, 1878, stood as follows: 

Gross earnings -^ 17,013,880 74 

Operating expenses, including construction and interest on the 
first mortgage bonds 3,495,887 87 

Net earnings 3,517,992 87 

Twenty-five per cent , 879,498 22 

For the year ending December 31, 1879 : 

Gross earnings 112,983,155 74 

Operating expenses, including (101,456.92 for construction 7, 213 520 35 

Net earnings 5,769,035 39 

Twenty-five per cent 1,442,408 85 

For the year ending December 31, 1880 : 

Gross earnings $15,755,526 36 

Operating expenses, including $762,440.87 for construction and 
equipment 9,248,436 03 

Net earnings 6,507,090 33 

Twenty-five per cent 1,626,772 58 

For that year we paid the United States, in addition to the amount re- 
quired on the business of the year, 5 per cent, of $65,408.47, being an ad- 
ditional allowance for the transportation of United States mafis from 
February 14, 1876, to June 30, 1878, $3,270. 42, making total payments 
$1,630,043. 

For the year ending December 31, 1881 : 

Gross earnings $17,144,860 49 

Operating expenses, including $1,409,817.27^ construction and 
equipment 11,249,497 83 

Net earnings 5,895,362 66 

Twenty.five per cent 1,473,840 67 



For the year ending December 31, 1882 : 

Gross earnings $16,980,783 70 

Operating expenses, including $362,230.82 for construction and 

equipment 9,233,768 33 

Net earnings 7,747,015 37 

Twenty-five per cent 1,936,753 84 

For the ypar ending December 31, 1883: 

Gross earnings |15, 6^0, 899 81 

Operating expenses, including $203,048.12 for construction and 

equipment 8,626,115 94 

Net earnings : 7,034,783 87 

Twenty-five per cent ,,,,,. ,,,, .,,, 1,758,695 97 
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For the year ending December 31, 1884 : 

Grose earnings 512,575,093 44 

Eiqpensesy inolading $:)74,54(>.46 for new construction and new 

equipment 8,034,212 82 

Net earnings 4.540,880 62 

Twenty-five per cent 1,135,220 16 

ror the year ending December 31, 1885 : 

Gross earnings as claimed by the Commissiouer 12, 215, 484 71 

Operating expenses, including $137,471.20 for constraction and 

equipment 7,761,605 61 

Net earnings 4,453,879 10 

Twenty-five per cent 1,113,469 78 

For the year ending December 31, 1886 : 

Gross earnings, including earnings of the Omaha bridge 12, 072, 204 18 

Expenses, including $988,005.23 for new coustruction and equip- 
ment 9,476,598 39 

Netearnings 2,595,605 79 

Less the net earnings applicable to the Omaha bridge 326, 190 05 

Net earnings aided road 2,269,415 74 

Twenty-five per cent 567,353 93 

In stating our income accoant for the year we added to our annual 
obligations to the United States, for any contingent liability on this 
accoant, $111,000. 

• OLIVEE W. MINK. 

The Oommissiou then adjourned to Tuesday, May 31, 1887, at 10 a. m. 



Equitable Building, 
Bostofij Mass.j Tuesday, May 31, 1887. 

The Oommission met pursuant to adjournment, all the Commissioners 
being present. 

OLIVER AMES, being duly sworn and examined, testified as fol- 
lows: 

WITNESS INTERESTED IN UNION PACIFIC CENTRAL BRANCH. 

By Commissioner Anderson : 

Question. In the fall of 1879 we are informed that you were the 
owner of a large Interest in the stock and bonds of the Union Pacific 
Central Branch. Is that true ? — Answer. Yes, sir. 

Q. Will you please tell us what that road then consisted of! — A. I 
cannot remember the number of miles we had at that time. I went into 
the Central Branch originally when it had 100 miles of road. 

Q. Beginning at what point f — A. Waterville. 

By Commissioner Littler : 
Q. In what State ? — A. In Kansas — Atchison to Waterville. 

By Commissioner Anderson : 

Q« Atdiison being the point on the Missouri Biver t — ^A. Yes, sir. 
Q. Extending westward to Waterville f— A. To Waterville, E^ans. 

51 p B 
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Q. Was there an extensiou of that road which was finally consoli- 
dated ? — A. Yes, sir ; we first made an extension of 20 miles to Washing- 
ton, Kans., from Waterville. Then, afterward we commenced at a point, 
I think, called Greenleaf, on the extension, and we built altogether, I 
should say, some 200 miles more. My impression is we had 388 miles 
when we sold out, but I am not sure. 

Mr. John P. Dillon. I cannot say exactly. 

THE ATCHISON, COLORADO AND PACIFIO BOAD. 

Q. Did this extension bear the same name as the other part of the 
road I — A. No'. We consolidated all our extensions, and called it the 
Atchison, Colorado and Pacific. 

Q. Can you give the extreme points of that consolidated road, which 
began at Waterville and ended where! — A. One branch ended at 
Washington, one branch at Bull City, one 84: Kerwin, one at Scandia, 
and one we called the Atchison, Jewell County and Western went to 
Burr Oak, I think. 

Q. You spread out like the roots of a tree, did you? — ^A. Yes, sir. 

By Commissioner Littler : 
Q. Is this Burr Oak, Iowa ? — A. Ko, sir ; all Kansas. 

By Commissioner Anderson: 

Q. How much of this was narrow gauge ? — A. Kone of it. 

Q. Do the branches you have described include the Atchison, Jewell 
County and Western Eailrdad ?— A. Yes, sir. • 

Q. Were you connected with the Central Branch at its inception and 
during its construction?— A. Ko, sir. 

Q. When did your connection with that road commence f — A. My 
father 

Q. (Interposing.) Mr. Oakes Ames ?— A. Yes, sir — owned a sixteenth 
interest, I think. He had 666 shares of the stock and left it as part of 
his estate, and 27 of the bonds. 

Q. Which you inherited? — A. Yes, sir. 

HISTORY OF WITNESS' INTEREST IN CENTRAL BRANCH. 

Q. Was that the inception of your interest ? — A. Yes, sir. 

Q. What was the capital stock of the Central Branch?— A. A mil- 
lion dollars. 

Q. At the time of the consolidation with the Waterville road what 
was the bonded debt of the Central Branch ? — A. It was $1,600,000. 

Mr. John F. Dillon. The Central Branch was not consolidated with 
the others. The extensions were all made one. 

The Witness. When I took hold of the road it was in arrears of 
coupons for some five years. We had not paid coupons for five years. 

Q. Was that the Central Branch ? — A. Yes, sir. 

Q. In what year was that that you took hold of it ? — A. I should say 
about 1877. I am not sure. 

Q. Was the Atchison, Colorado and Pacific then in existence as a con- 
solidation of the branches? — A. No, sir; it had not been built. That 
was all built since then. 

Q. It was all built after you took hold of it? — A. Yes, sir. 

Q. How were the extensions constructed 5 by construction com- 
panies? — A. We had a subscription. It was through a construction 
company, yes, sir. 
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Q. Who were the prominent persons interested in that? — A. Mr. E« 
M. Pomeroy, Mr. A. S. Barnes, Mr. 0. S. Parsons, Mr. W. 0. Wetmore, 
I think it was, and myself were the principal subscribers. 

Q. After the consolidation into the Atchison, Colorado and Pacific 
Eailroad was the ownership in that railroad evidenced by separate 
shares of stock ! — A. Yes, sir. 

Q. It was not held, then, under the interest which the stockholders of 
the Central Branch had ? — A. No, sir. 

Q. Can you tell us about what was the cost of construction of the 
various branches that composed the Atchison, Colorado and Pacific 
roadf — A. My impression is that it was about $8,000 a mile, net, to us. 

Q. And the total mileage of that road was about 280 miles, I think 
you said ! — A. I think so. We had help from the towns which reduced 
the cost of the road to us. 

Q. Are you giving the cost net, after deducting that? — A. The net 
cost to us J yes, sir. 

Q. What was the connection between the Central Branch and this 
consolidated road I — A. The Central Branch when we took it was of no 
value. It did not earn expenses. We built these roads as feeders, so 
as to make the property worth something. We first tried the experiment 
with what we call the Waterville and Washington Branch, and we found 
we increased our earnings enough to pay the interest on the bonds for 
that branch ; a little more. Then we found that in the country beyond, 
where the land was pre-empted by homesteaders, there was a very large 
population waiting for a railroad, much larger .than we had on the Cen- 
tral Branch, and so we kept building little pieces out, and trying that 
plan, and we found it worked well. The more road we built the better 
off the Central Branch was. 

Q. At what date was the consolidation effected of the Atchison, Col- 
orado and Pacific Bailroadf — A. I think it was 1878 or 1879; in the 
summer. I cannot remember exactly. 

LEASES OF ROADS TO CENTRAL BRANCH. 

Q. My question as to the relation between the two roads is intended 
to obtain information as to the financial arrangements which were made 
between the two roads; whether one was leased to the other f — ^A. Yes, 
sir; the Atchison, Colorado and Pacific and all the branches were 
leased to the Central Branch. 

Q. At what date f — ^A. As we built them. 

Q. -Are copies of the leases, do you know, in the possession of the 
Union Pacific Railway Company f — ^A. I think so. 

Q. Do you remember the general terms of the lease or leases f — ^A. 
We had a guarantee from the Central Branch that they should pay the 
principal of our bonds at maturity, and a rental of $1,000 per mile an- 
naally until the bonds matured. That was all we had ; all the rest 
went to the Central Branch. Any earnings above that went to the Cen- 
tral Branch. 

Q. That substantially took all the ownership in the stock of the 
Atchison, Colorado and Pacific and transferred it to the Central 
Branch ? — A. Yes, sir ; and for 26 years. 

Q. That was the term of the lease! — A. Yes, sir. 

Q. It expires when f— A. I cannot tell you, 

Q. About 1904, is it not f — A. I think so. The records tell. I can- 
not tell. 

Q. Is there any provision for a renewal ! — A. No, sir. 
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Mr. John F. Dillon. There is a compilation made by Mr* Nictate, 
which, I think, sets out all the leases and consolidation. I have it in 
my office. 

Commissioner Anderson. Do you mean the book entitled ** Indent- 
ures " ? 

Mr. John F. Dillon. No, sir ; you never saw it. It contains the 
Central Branch charters, leases, and consolidation. I think the com- 
pany must have a copy of it here somewhere. 

The Witness. Poor's Manual states it correctly. 

Q. Do I understand that at the end of the lease the branches afeat 
liberty to ask new terms so as to provide a fund for the payraenfe of 
dividends on the stock? — A. I should suppose so. 

Q. And the stock of those branches is outstanding still, is itt— A. 
• The majority of it is in the hands of the Union Pacific. 

By Mr. John F, Dillon : 

Q. Was the majority of the stock an asset in the treasury of the 
Central Branch ? — A. Yes, sir; when I sold it. 

By Commissioner Anderson : 

Q. Do you now own any of the stock *? — A. I have got 162 shares of 
the Atchison, Colorado and Pacific. 

Q. After starting in this work, did you increase your ifiterest as a 
stockholder in the Central Branch*?— A. Yes, sir; When I took hold of 
the Central Brauch the stock had no market value; it was sold at aac- 
fion as low as half a dollar a share, in Boston. 

Q. In 1877 1— A. About that time. 

HOW witness increased his holdings. 

Q. Please tell us how your interest increased, and when? — ^A. In the 
first place, I got the 666 shares that belonged to my father's estate into 
my hands, and as we went on building the roads I found that our ob- 
ject was being attained to make the Central Branch valuable, and I 
commenced buying all the stock I could buy. I think that was in 1878. 
I bought 333 shares at $50 a share. I bought considerable stock at 
$50 a share. 

Q. The par value of the stock being $100? — A. Yes, sir; and I was 
the only purchaser in the market. I saw the future, and I began tobuy 
the stock. I paid 60, 70, 80, 100 and 125 for it ; and the day brfore I 
sold to Mr. Gould I bought 100 shares at 160. All this was at private 
sale ; there were no public sales at all. 

Q. Most of these purchases, then, occurred at the end of 1878 and 
through the year 1879 ? — A. Yes, sir. 

Q. Who was interested in these purchases besides yourself! — A. No- 
body. 

Commissioner Anderson. The reason I ask is that I have been in- 
formed Mr. Pomeroy was interested ? 

The Witness. It was after the sale. After I sold to Mr. GoiW I 
bought other stock and Mr. Pomeroy had an interest in that. 

Q. Other stock in this same company? — ^A. Yes, sir. 

NEGOTIATIONS TO SELL TO GOULD. 

Q. When was it that any negotiations whatever occurred, relating to 
this road, between yourself and Mr. Gould ? — A. I should say we com- 
menced our negotiations about the last of September or the Ist of OO" 
tober, 1879. 
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Q. Were they all oral or were tbey partl3' carried on bj^ correspon- 
dence f — A. All oral. 

Q. Have you no letters received from Mr. Gould relating t^ the mat- 
ter! — A. No, sir. 

Q. Is there any letter in your letter- press book addressed to Mr. 
Oould f — A. Not on this subject. 

Q. Are you quite positive*? Have you examined? — A. No. 

Q. Will you oblige us by looking to see if there is any letter to Mr. 
Gouldrelating to this matter in your letter-press book ? — ^A. I willj but 
I am very sure there is none. 

Q. Did he generally go to Boston or did you go to New York ? — A. 
I went to New York. 

BUILDING RIVAL ROADS "WITHIN A STONE'S THROW." 

Q. How was the initial movement between you brought about! —A. 
It was brought about in this way : We were building our road in Kansas, 
and Mr. Gould in the mean time had got control of the Kansas Pacific roq.d, 
and you know he always claims all the territory there is within 1,000 miles 
of his road, and so he claimed we were in his territory, and he com- 
menced building a road right alongside of us. He built 20 miles almost 
within a stone's throw by the side of us. At this time I had a veiy large 
subscription back of me, somewheres about $2,800,000, on my paper. 
I could have taken $5,000,000 as well as $2,800,000, because people had 
confidence in my management at that time, and they were crying for a 
chance to subscribe. 

Mr. John F. Dillon. There was not enough to go around. 

The Witness. There was not enough to go around. I did not want 
to dilute it too much. 

Q. That is, in your scheme for the extension of this road ?— A. Yes, 
sir ; we had made up our minds we would go to Denver, and Mr. Gould 
saw we were going there pretty fast. 

what led to negotiations to sell to GOULD. 

Q. Were there any publications in the public press at the time relating 
to this matter that you recall ? — A. No, sir. The Boston directors of 
the Union Pacific did not like to see their friends engaged in what they 
called a fooUsh expenditure of money, building two roads along, side by 
side, in Kansas, and they desired me to see Mr. Gould, to see if we 
could not stop this business and come to some arrangement. Meantime 
we were building our road as fast as we could, having plenty of means 
to build, and Mr. Gould was building alongside of us. I went and saw 
Mr, Gould. Said he, "I would' like to know about your road,'' and I 
gave him all the papers I had, showing what the road was doing, what 
our earnings had been in the past, and what we were doing then, and 
how much road we were building. I gave him a statement of our lands, 
our land notes, and the profits of the railroad — I mean the earning 
profits — that is, the net earnings. I left those papers with him. 

Q. What was that statement made up from ? — A, It was made up 
in the office at Atchison. They kept me posted all the time as to what 
was going on. 

Q. By whom was the statement prepared ? — A. By the clerks in the 
office at Atchison. 

Q. Who was the principal director of it ; what is the name of the 
person to whom we can refer for information as to details of the state- 
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ment? — A. There was no principal director. I was as near it as any- 
body. Mr. Pomeroy is dead. He cannot testify. 

Q. In whose handwriting was the statement ? — ^A. I could not tdl 
you. It was made up in the office at Atchison. I could not tell yon 
the man's name. 

Q. Did you revise it or look over it before it was handed to Mr. Gould! 
—A. No, sir. 

Mr. John F. Dillon. You looked over it, did you not I 

The Witness. I looked over it, of course j but t did not revise at all. 
I gave it just as I received it from the office. 

Q. Will the books now contain just the same information?— A. They 
would not contain it in that form. 

Q. Where are the books that it was made from ? — A. I do not know. 
I suppose they are in the office. 

Q. The office of the Central Branch, Union Pacific ? — ^A. At Atchison ; 
yes, sir. 

Q. Did you keep a copy of the statement handed to Mr. Gtouldt— A. 
No. I had them at the time, but I have not got them now. 

Q. You had copies at the time? — A. Yes, sir. 

Q. Have you ever seen the statement that Mr. Gould received sincie 
you delivered it to him ? — A. No, sir. 

Commissioner Anderson. Do you know whether Mr. Gould has it, 
Judge Dillon ? 

Mr. John F. Dillon. No ; I do not. 

Commissionor Anderson. Will you continue the story now. Come 
to the point where you said you delivered the statement to Mr. Gould. 

witness «^ willing to hold the fort.'^ • 

The Witness. Yes, sir. He said he would look it over. In the 
mean time I was conducting negotiations with the Chicago, Burlington 
and Qnincy and a little with Mr. Garrison, and we also had some talk 
through Mr. Pomeroy with theEock Island; so that I had three or four 
strings to my bow. Finally I went on to New York ; I think it was the 
5th or 6th of November, 1879, and there I had an interview with Mr. 
Gould, Mr. Dillon, and Eussell Sage. They began to speak in very dis- 
paraging terms of my road, and Mr. Gould said he did not think much 
of agricultural roads. I told him I saw he did not, but I noticed he was 
building all the time. Said he, "I build them as feeders and not as 
main lines." Mr. Sage had the impudence to say to me if I would sell 
him the road he would give me back the land assets in payment. The 
result of it all was, we came to no conclusion that night, and I said to 
Mr. Gould that I was willing to hold the fort 5 that I did not come there 
on my own motion, but because his and my friends in Boston wanted 
me to see him and they wanted us to stop the fight; that I was ready 
to go on with the road, and meant to go to Denver as soon as- possible. I 
said to him also, " I do not suppose you want to talk any more with me 
on this subjectr' " Well,'' hesaid, " I will talk with Mr. Dillon and Mr. 
Sage, as I go up in the cars to-night, and you come and see me tomor- 
row morning at 10 o'clock and I will tell you." So I went in and called 
on Mr. Gould the next morning at 10 o'clock, and he said he had talked 
the matter all over with Mr. Dillon and Mr. Sage, and he thought Mr. Sage 
would consent to pay me $200 a share for the stock. I had been asking 
$300 for it. I said to Mr. Gould that would not do at all. " But," I 
said, '* I have in my board some very old men as directors, and I have 
told them what an awful man you are to firight and how you threw away 
a million of dollars in Colorado in building a road alongside of the 
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Denver and Pacific road, and that you were tbrowiii^ uioncy away by 
the side of us, and," said I, " those men are getting old and they do not 
want to fight. Now. I think I can induce them to put in their stock to 
you at $260 a share,'' and finally I said I would agree to give him five- 
eighths of the stock at $250 a share. Said I, ^< I do not know that Mr. 
Pomeroy will turn in his j he claims his is worth $500, but I will give it 
to you.'^ Said Mr. Gould, " It's a bargaio." Then Mr. Gould sat down 
and wrote this paper. 

Mr. John F, Dillon. I never saw it. 

The Chairman. Eead it. 

MEMOEANDUM OF AGREEMENT BETWEEN GOULD AND AMES. 

The Witness (reading) : 

Memoraudam of agreement, November 7, between Oliver Ames and Jay Gould. 
Oliver Ames sells and Jay Goald bays 6,^^50 shares of the total capital stock of $1,000,000 
of the Central Branch, Union Pacific Railroad Company. The price paid is $250 per 
share of $100, amounting to $1,562,500, payable one-half in the new Union Pacific col- 
lateral trust bonds, and one-half in Kansas Pacific consolidated bonds. 

Jay Gould is to have control of the board. Ames reserves the rieht to extend from 
Cornell to Logan; one-half profits to each, Ames and Gould. Also on same terms 
fix>m Scandia to State line. An leased equipment to be paid for at cost by the com- 
pany. 

(Signed) JAY GOULD. 

(Signed) OLIVER AMES. 

You see, at this time there were a few of us who owned the equipment 
on the road, and that is what is referred to. We famished the money 
to buy the equipment ; the Central Branch was not able to buy its 
equipment. 

By Gommissioner Littler : 

Q. Did you do that as an equipment company or as individuals f — 
A. As individuals. The moment we signed those papers Mr. Gould 
said to me, " Mr. Ames, you have undertaken a big bargain ; let me 
give you some advice. You go to every man that has agreed to give 
you this stock and make him sign a paper to-day, so that you can get 
it.^ Said he, "^hey may go back on you." 

By Commissioner Anderson : 

Q. You had not secured all of this stock, then I — A. Ko, sirj at that 
time I had 2,890 shares of the stock. 

Q. What was tiie entire capital stock of the company f — A. Ten thou- 
sand shares. 

Commissioner Anderson. In whose handwriting is that paper ? 

A. That is in Mr. Gould's handwriting. 

Q. The whole of it I — ^A. Yes, sir ; all but my signature. 

Mr. John F. Dillon. That is all his handwriting except this ; that 
is yours, I think. 

The Witness. No ; that is his, I guess—'' at cost." 

Commissioner Anderson. You see where the words ^' Jay Gould " 
come in it looks as if there had been a blank left, and as if he himself 
had written his name in the body of the instrument. 

The Witness. Oh, yes, sir; that is the same handwriting ; I saw him 
write it 

Mr. Dillon. Oh, yes ; that is the same. 

Commissioner Anderson. I suppose the fact is that his custom in 
writing his signature was to write it differently from the body of the 
wiriting ? 

The Witness. Yes, sir ; he wrote that himself. 
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DID NOT KNOW GOULD'S OBJECT IN PURCHASINa CENTRAL BRAISCH. 

Q. DariDg all these negotiations, was it stated to yea that Mr. Ooald 
was making this purchase for himself, or did he describe for what ac- 
count he purchased it ? — A. He did not say anything about it. I know 
he was in consultation with Mr. Sage and Mr. Dillon about it, and it 
was the Union Pacific people here in Boston who al&ked me to go on 
and see him. 

Q. Was there any other negotiation that Mr. Gould was interested 
in at the same time that was under way between yourself and himt— 
A. Immediately after this he bought some more stock of me. 

Q. Stock of this company ? — A. Yes^ sir. 

Q. But was there any other negotiation on foot referring in any vay 
to any other companies or roads ? — A. Kot with me. But at this time 
he \Yas negotiating with Mr. Garrison for the Missouri Pacific. 

Q. When this purchase was made was that fact alluded to or disclosed 
in the conversation ? — A. l^o, sir. 

Q. But you knew the fact that he was then negotiating with Mr. Gar- 
rison ?— A. Mr. Garrison told me so. 

Q. Did Mr. Gould or Mr. Sage or Mr. Dillon give you to uuderstaud 
that this purchase was being made in connection with his prospective 
ownership of the Missouri Pacific ? — A. No, sir. 

Q. Was it your understanding that that was the object of the pur- 
chase ? — A. No, sir. 

Q. What, besides this stock at this time, did you agree to sell him! 
Any of the bonds ? — ^A. No bonds. He gave me an option to turn in 
some more stock to him at other prices. Here are the options he gave 
me. 

aOULD OPTIONS TO WITNESS. 

Q. Give us the date of them. — A. November 11, 1879. 
Q. You saw him again in New York ? — A. Yes, sir. 

Oliver Ames, Esq. : 

Dear Sir : In addition to my purchase of 6,250 shares of Central Braneh Union 
Pacific stock, as per contract, I will take 1,000 shares at $200 and 1,000 shares at 175, 
payable in Kansas Pacific consolidated bonds at par. 

JAY GOULD. 

On the 19th of November, 1879, he says : 

Oliver Ames, Esq. : 

Dear Sir : I will take of you the remaining 1,620 shares or any part thereof At 
150, payable in Kansas Pacific consolidated bonds at par. This option good for 30 
days. 

JAY GOULD. 

aOULD VERY '« CHIPPER." 

• 

I will say that I was in the office frequently about this time, and Mr. 
Grould was a very happy man. He was very "chipper.'' But I never 
saw a more unhappy set of fellows in my life than the Union Pacific 
directors immediately after this sale, about a week or ten days after, 
when Mr. Gould got possession of the Missouri Pacific road. 

Q. When the last option was taken by Mr. Gould you knew that he 
had obtained control of the Missouri Pacific? — A. Yes, sir. 

Q. Is it not substantially your understanding that at this time, about 
the 16th to the20th of Kovember, when Mr. Gould tells us that he had con- 
cluded to oppose the consolidation, his plan was to utilize this purchase 
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of tlie Central Branch in connection with his Missonri Pacific project f — 
A. I shoald jad^e so from what I saw. He did not tell me so. I know 
I saw Sidney Dillon and Dexter and Fred Ames as gloomy and unhappy 
a set of men as I ever saw. Mr. Gould had them in his power. They 
sapposed at the time, I think, that he was going to take the Kansas 
Pacific and this road and use it with the Missouri Pacific, and cut off 
the Union Pacific. 

BANaE OF PRICES PAID BY WITNESS. 

Q. Without some such project the price agreed to be paid was very 
much beyond anything that you had ever paid for the stock ? — A. Oh, 
yes, indeed 5 but it was growing valuable all the time. The fact that I 
paid a dollar a share for my fo-st, and then paid 60, 60, 80, 125, and 
up to 160, showed what I thought of it, and I was the only man in the 
crowd that had the courage to buy it. 

Q. How much did you buy at 100 f — A. I bought 100 shares at 160. 

Q. That was after your negotiations with Mr. Gould ?— A. "No ; it was 
before. 

Q. I think you said it was just before the sale in ]!!^ovember ? — A. It 
was the very day before I closed negotiations ; before I sold. 

Q. It was after the negotiations commenced in September? — A. Yes, 
sir. 

Q. So that the price may have been influenced by other considera- 
tions than questions of pure value ? — A. No, sir ; I believed in the prop- 
erty. 

Q. You knew that Mr. Gould wanted it ? — A. No, I did not ; I never 
believed I was going to sell It to Mr. Gould until the morning I sold it. 

ADDITIONAL SECURITIES TURNED OVER TO GOULD. 

Q- What interest in either the Central Branch or in the Atchison, Col- 
orado and Pacific did you pass over to Mr. Gould or to the Union Pacific 
in addition to this stock?— A. I made an oral agreement with Mr. 
Gould, in addition to that, at the time, that I would turn over with the 
Central Branch stock a majority of all the stock of the Atchison, Colo- 
rado and Pacific, and of the Atchison, Jewell County and Western. 

Q. You then controlled that stock at the same time? — A. Ko, sir; 
there was a part of it in the treasury of the Central Branch and a part 
of it was in the hands of individuals. 

Q. How much of it did you actually transfer? — A. I transferred 
over a majority of it. I cannot remember the number of shares, but 
over a majority of it. 

Q. Can you state the cost of the stock which was not in the treasury 
of the Central Branch, and which you had to acquire from individuals ? — 
A. I made these parties who furnished me the stock at 250 make a 
contribation from their own stock and I contributed from my own 
stock. I know Mr. Pomery said, "You have not agreed in that writing 
to give a majority of the stock, and they can't hold you." Said I, "I 
agreed to it verbally, and they have got to have it,'' and I made him con- 
tr bute, finally, a part of his. 

Q* Are these options also in Mr. Gould's handwriting ? — A. Yes, sir; 
those are the ones. 

Commissioner Anderson. They are in blue ink, as usual. 

The Witness. I delivered to Mr. Gould altogether 8,443 shares of 
stock. 
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Q. Can you state specifically the prices at which the respective de- 
liveries were made?— A. 6,250 shares were at $250 a share ; thevhole 
amount was $1,938,989.51. 

By Mr. John F. Dillon : 
Q. For how many shares ?— A. That was for 8,443 shares altogether. 

By Commissioner Anderson : 

Q. But you cannot separate the shares delivered under these options 
so as to state the prices of the respective deliveries! — ^A. No, sir : part 
of it was delivered at 2C0 and part at 175 and part at 250 ana part 
at 150, the last I turned in. ' 

Q. You would not know whether Mr. Gould passed the entire pur- 
chase over to the Union Pacific, would you ? — ^A. No, sir ; I think he 
did. I think some of the stock delivered bj^ me to Mr. Gould was de- 
livered subsequent to January 24,1880. 

Commissioner Anderson. Judge Dillon, can you tell me whether tiie 
subsequent purchases were passed to the Union Pacific or not I 

Mr. John F. Dillon. No, I cannot j Mr. Mink can. 

Commissioner Anderson. Mr. Mink, was there any subsequent pur- 
chases of Central Pacific stock, bought by Mr. Gould, passed to the 
Union Pacific f 

Mr. Mink. I think there was ; I will look and see. 

By Mr. John F. Dillon : 

Q. The subsequent transactions in this stock were with Mr. Gould? — 
A. All with Mr. Gould. Mr. Ham turned the bonds over to me by Mr. 
Gould's order on my turning in the stock. 

FURTHER OPTIONS FROM GOULD TO WITNESS. 

By Commissioner Anderson : 

Q. These options, I notice, were your options ? — A. My options ; yes, 
sir. 

Q. D6 I understand you exercised them in full? — A. No, sir; I did 
not get it all. 

Q. Please look at the second page of the option of November 11, 
and see if it does not contain a memorandum of stock delivered under 
that option. — ^A. Yes, sir; I had not noticed that before. 

Q. Will you dictate it to the stenographer ?— A. There were 475 shares 
at 200 ; that was November 11 ; 300 at 200 on November 12, 1879 j 200 
on the 10th at the same price ; 125 on December 30 at the same price. 
That made a thousand shares. On December 30, 1879, 1 turned in 366 
shares at $175 a share. 

Q. That makes a total so far specifically accounted for of 6,250 and 
1,366?— A. That makes 7,616. 

Commissioner Anderson. That is the figure in the minutes ? 

The Witness. Yes, sir. Then it appears I turned in to him 827 shares 
afterwards. I do not know what the price was. 

Q. You have not the date ? — A. No, sir. 

Q. Can you ascertain the date and prices ? — A. I think I can ; yes, 
sir. 

HOW GOULD WAS "FOOLED." 

Q. Did that terminate your transactions with Mr. Gould ? — A. Yes, 
sir. I noticed the other day that Mr. Gould said that we fooled him in 
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regard to the trains on the road. I want to say that Mr. Gould never 
went onto ihe road to my knowledge until after I sold it to him. So 
he was not fooled by me in that respect; but I did hear Mr. Pomeroy 
tell after he came home, after Mr. Gould was out there, that he had 
the trains held back a day, so as to make it look lively. He wanted to 
make Gould feel good. We earned that year, according to my calcula- 
tion, 20 per cent, on our stock. That was my figure. 

Q. What do you base those figures on ? — ^A. On net earnings. 

Q. On what books or what report ? — A. On the accounts given to me 
by the superintendent of the road of the earnings and expenses. I 
figured it myself. • 

Q. Have you the computations that you made or any material upon 
which we could revise them ? — A. Ko, sir ; I have not. I have not got 
the figures. 

Q. Do you know whether this road produced for 1880, 1881, 1882, or 
1883, anything beyond the amount required for its fixed charges ? — A. 
Ifo, sir ; it did not. There was a drought out there and things did not 
look very well for them. 

Q. Were not the years 1880 and 1881 two of the best railroad years 
in the United States? — ^A. They might have been, and still it might 
have been poor for that part of Kansas. 

Commissioner Anderson. We should very much like to see any 
figures of this road which would indicate any earnings at any time prior 
to 1884, exceeding fixed charges, including therein the amount of the 
interest on the Government subsidy. 

The Witness. I know that for two or three years after we sold the 
road it did not earn much of anything, but it did first rate for us. 

CERTAIN INTERESTS RETAINED BY V\riTNESS. 

Q. What was the nature of this retained interest in the one or two 
of the extensions in reference to which you and Mr. Gould were to 
divide profits f You made some allusion to it. — A. I had already made 
contracts to build extensions to the road, and the contracts would have 
belonged to our construction company it* we had built them, and Mr. 
Gould said that with the road on hand we had no right' to go on and 
build those ; he should object to our building them. We finally com- 
promised by our going on, as we agreed, the purchaser having half 
the profits and we having half the profits. We furnished the money 
and the roads were built. 

Q. What were those extensions } how large were they ? — A. We had 
some 40 to 50 miles to build at that time. 

Q. When was that completed ! — A. In 1880. 

Commissioner Anderson. In this connection, Mr. Chairman, I would 
baud in a memorandum, furnished to me by Mr. Mink, to complete the 
statement of the interest of the Union Pacific in the Central Branch, of 
subsequent purchases made by the Union Pacific Railway of the stock 
of the Central Branch, containing the number of shares, date of pur- 
chase, and price paid. 
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ADDITIONAL STATEMENT OF UNION PACIFIO INTBBBST IN OKNTSAL 

BRANCH. 

The paper is marked Exhibit Fo. 1, May 31, 1887, and is as foUows: 

1860. 

January ol, Jay Gould, 7,616 shares for $1,8S6.500 

February 28, Oliver Ames, 634 shares at $175 110, 960 

February 28, Oliver Ames, 121 shares at $150 18, 150 

May 31, (?) 75 shares at $110 8,250 

July 31,Chas. W. Gould, 9 shares at $100 :.... 900 

October 9, Wood & Davis, 35 shares at $100 3,500 

October 12, Wood & Davis, 44 shares at $100 • :... 4,400 

1881. 

January 31, Thos. S. Thorp, 3 shares at $100 300 

February 28, James Potter, 50 shares at $100 5, 000 

1887. 

January 22, Baldwin <& Weeks, 1 share at $100 100 



/ 



8,588 1,876,100 



Q. Please examine that and see if the items stated to have been 
bought from you agree with your recollection ? — A. That agrees with 
my recollection. I know I turned in the last stock at $150. 

Q. We will now return to where we left off. What did these profits 
amount to in the roads you retained ? — A. I turned over to the Union 
Pacific Eailroad 110 Atchison, Colorado and Pacific bonds as their share 
of the profits. We agreed to divide the profits. 

Q. The construction contracts were payable in bonds, I suppose f — 
A. Bonds and stock. 

Q. You turned over to the Union Pacific its share of the profits and 
bonds and stocks ? — A. Yes, sir. 

Q. Did that complete the transaction *? — A. Yes, sir ; as far as I was 
concerned. 

Q. During these negotiations did you see a great deal of the Boston 
directors ? — A. Oh, yes, sir. 

Q. What is your recollection of the status of this impending question 
of consolidation, as represented by the gentlemen you met in Boston 
before the transaction occurred in regard to Central Branch and be- 
fore Mr. Gould had acquired the Missouri Pacific ? — A. At that time 
they had substantially got control of the Kansas Pacific — Mr. Gould 
and his allies. Mr. Gould was the controlling spirit. He managed 
things there about as he had a mind to. As I said before, he claimed 
we were in his territory, and he was building along side of us. We 
built 20 miles within a stone's throw, almost, of each other. 

UNDERSTOOD CONSOLIDATION WAS IMPENDING. 

Q. I am now inquiring in regard to what occurred within your knowl- 
edge between the directors of the Union Pacific, with reference to the 
interests of their road, and Mr. Gould, as representing the Kansas Pa- 
cific, during this period before he had acquired the control of the Mis- 
souri Pacific. Did you understand from them that steps were pending 
looking toward a consolidation? — A. Yesj that was my understanding 

Q. Did you ever, at that time, understand what it was that Mr. Gould 
was asking for the Kansas Pacific road, and understand that the Union 
Pacific directory in Boston considered his terms extravagant, and that 
they would not accede to them ? — A. I know that a few months before 
the consolidation I got the understanding from Mr. Gould and from Mr. 
Dillon and my cousin Fred, that they were going to foreclose the stock 
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of tbe Kansas Pacific; tbat it was uot worth anything at that time, 
and for that reason I did not buy any of it. 

Q. Did you ever hear the terms mentioned before Mr. Gould acquired 
the Miscouri Pacific as to his proposition in regard to the representa- 
tion that tbe Kansas Pacific stock ought to receive in the consolida- 
tion, if it took effect f — A. No, sir. 

THE BOSTON DIRECTORS UNHAPPY. 

Q. You say that after the fact that Mr. Gould had acquired title to 
the Missouri Pacific was known these gentlemen in Boston appeared to 
be very unhappy and very uncomfortable. What reason did they as- 
sign for their dejection! — A. They found Mr. Gould in control of the 
Kansas Pacific and the Missouri Pacific and the Central Branch, 
with a disposition probably to retain them all for the Missouri Pacific, 
and they knew it would be ruin to the Union Pacific to have that done. 

Q. Do you know whether any complaints were made of such action 
on the part of Mr. Gould while he was a director of the Union Pa- 
cific f — A. No ; I used to see more than I heard. 

Q. Have you any personal knowledge of the transactions that oc- 
curred afterward between the Boston gentlemen and Mr. Gould ! — A. 
No, sir. 

Q. Have you told us substantially all you know of this transaction 
between yourself and Mr. Gould !~A. Yes, sir. 

Q. All in relation to the Central Branch! — A. Yes, sir. 

Q. And all that you know or have heard from any of the parties in 
interest relating to the consolidation as it took place between the Union 
Pacific and the Kansas Pacific! — A. Oh, yes; I have told all I know 
about it. I was not a director, and I did not know anything about it 
only what I heard outside. 

By the Chairman : 

Q. When did you dispose of your interest in the Union Pacific ! — A. 
I have not disposed of it. 

Q. You still haver your interest! — A. I have still got a small interest; 
yes, sir, unfortunately. 

Q. Have you any other suggestion to make to the Commission with 
reference to the consolidation, or any information to give ! — A. No. 

"[Ehe Chairman. You can ask him any question. Judge Dillon. 

Mr. Dillon. His statement is so full that I have not very much to 
ask him. 

DEOLINIBSD TO PUT CREDIT MOBILIEB STOCK IN UNION PACIFIO 

TREASURY. 

By lit. John F. Dillon : 

Q, Were you at one time a director of the Union Pacific ! — A. Yes, 
sir. 

Q, Have you any objection to stating when you ceased to be such, 
and wliy ! — ^A. I cannot tell why I ceased, but I always suspected 

Q. What year was it! — A. I think it was 1876. My father's estate 
owned about 3,500 shares of Credit Mobilier stock, and Mr. Gould and 
some of the directors were very anxious to have that stock put in the 
treasury of the Union Pacific. He advised the owners of that stock to 
inveiSttin Union Pacific, so that they would have as big an interest in 
the XJtsioU Pacific as in the Credit Mobilier. Then they would turn in 
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the stock without any loss to them. But, unfortunately, my father's 
estate lost its Union Pacific stock in the panic, and we had nothing 
but the Credit Mobilier stock. They tried to have me turn that in free, 
and I declined to do it. Mr. Gould said, " You are a trustee of the 
Union Pacific." Said I, ^' Yes, sir; I am a trustee of the Oakes Ames 
estate, too, and I shall not allow one trusteeship to interfere with the 
other." They tried very hard to get that stock, but they did not suc- 
ceed. At the next election I was left out of the board. I did not know 
whether he had anything to do with it or not. I always suspected it 
bad. 

Commissioner Littler. You were dropped out ? 

The Witness. Yes, sir. 

By the Chairman : 

Q. That was in 1876 ?— A. 1876, 1 think. 

Mr. John F. Dillon. They wanted you to sign a paper which other 
Credit Mobilier shareholders had signed, dated, I think, in 1875, to the 
effect that if they turned in their shares of the Credit Mobilier to the 
Union Pacific the Union Pacific would release them for alleged illegal 
or .unfair profits'? 

The Witness. Yes, sir. 

Q. A great many shareholders of the Credit Mobilier did thatf — A. 
Yes, sir. 

Q. You refused to do it ? — A. I refused to do it ; yes, sir. 

Q. Mr. Gould urged you to do it ? — A. Yes, sir. 

Q. And your supposition is that because you refused to do that you 
were dropped from the board ? — A. That is wh^t I thought at the time. 
I had the satisfaction of making them pay me for it afterwards. 

By Commissioner Anderson : 
Q. Pay you for the Credit Mobilier stock ? — A. Yes, sir. 

APPOINTED receiver OF CREDIT MOBILIER IN PENNSYLVANIA. 

By Mr. John F. Dillon : 

Q. You were appointed receiver of the Credit Mobilier in Pennsyl- 
vania •? — A. Yes, sir. 

Q. By the circuit court of the United States ? — A. Yes, sir. 

Q.' After your refusal to turn in your stock, and after you had been 
appointed receiver of the Credit Mobilier, do you recollect some direc- 
tion of Mr. Gould to discontinue a certain suit here ? — A. Yes, sir. 

Q. State to the Commission what you know about that, in short. — A. 
The Credit Mobilier brought a suit against the Union Pacific to collect 
a two-million dollar note it had. 

Q. And a balance of account ? — A. And a balance of account. 

Q. Brought here in Massachusetts ? — A. Yes, sir. In the mean time 
Mr. Gould got elected president of the Credit Mobilier, and his confi- 
dential clerk, Mr. Morosini, and William Beldon, were also made direct- 
ors, and they were constituted the executive committee. While this 
suit was going on I went to Eussell & Putnam, the attorneys of the 
Credit Mobilier, and asked to intervene, so that I could pay a part of 
the expense of fighting this suit against the Union Pacific. They told 
me there was no necessity for it; that they were fighting it in good faith, 
and if they ever had any reason to doubt the good faith of the Credit 
Mobilier in fighting that suit they would notify me. So one day they 
sent me word that they had received orders from Mr. Gould to discon- 
tinue that suit for the collection of the note. This was on Saturday. 
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On Monday morning I appeared in court and asked for an injunction 
against it, and it was granted. Tben I went to Philadelphia and asked 
that a receiver be appointed of the Credit Mobilier, and I suggested the 
name of John P. Guest. 

By Commissioner Anderson : 

Q. Was that application opposed? — A. It was not opposed 5 but they 
asked to have somebody else appointed. Mr. Goilld wanted a friend of 
his in Philadelphia, and I asked to have John P. Guest; and finally Mr. 
Gould telegraphed to Philadelphia that they had better appoint Oliver 
Ames, that both parties would be satisfied with me. I was appointed 
and took charge of that litigation. 

CONTEST BETWEEN CREDIT MOBILIER AND UNION PACIFIC. 

By Mr. Dillon : 

Q. As 1 understand it, prior to the time when the Union Pacific got 
control of the Credit Mobilier, the Credit Mobilier had instituted a suit 
to collect this two-million dollar note and this balance of account? — A. 
Yes, sir, 

Q. And the Union Pacific was fighting it ? — A. Yes, sir. 

Q. It was resisting it. Under the arrangements of 1875, when the 
Union Pacific came into a majority of the shares of the Credit Mobil- 
ier, it undertook to direct the dismissal of tins suit against the Union 
Pacific Company. Is that right ? — A. Yes, sir. 

Q. You, as a minority shareholder, and others, resisted that? — ^A. 
Yes, sir. 

Q. And it was in aid of such resistance that you got an injunction 
here from the supreme court of Massachusetts to prevent the Credit 
Mobilier from dismissing that suit ?— A. Yes, sir. 

Q. And you went to Philadelphia and had the receiver appointed! — 
A. Yes, sir. 

Commissioner A.nderson. He was himself appointed. 

Q. You were yourself appointed ? — A. Yes, sir. 

Q. Can you state to the Commission, briefly, what became of those 
litigations. I think I stated it, but we would rather have it from you ? — 
A. I think the litigation is still pending. 

Q. I will ask you whether you know enough about the technical feat- 
ures of this suit by the Credit Mobilier against the Union Pacific to 
say whether it was what we call a suit at law on the note and account ? 
— A. Yes, sir. 

Q. Do you know anything about the institution of a bill in equity al- 
leging that the Credit Mobilier contract was either actually or con- 
structively fraudulent, and asking for an accounting of profits and to 
have any such profits set ofl:* against the note ? — A. I know that was 
done. 

Q. Do you know what was the result of that suit ?^ — A. No. 

Commissioner Anderson. We know. 

ANOTHER SUIT AGAINST CREDIT MOBILIER BY UNION PACIFIC. 

Q. Very well. After that suit was decided, do you recollect about a 
suit in New York by the Union Pacific Company against the Credit 
Mobilier to recover about $685,000 and interest, amounting to about a 
million dollars, principal and interest, on an account which the trustees 
of the Oakes-Ames and Davis contracts assigned to the Union Pacific 
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Railway Company ? — A. My recollection is that there.wasaBOitof tlat 
kind brought in New York and it was allowed to go by de&nlt. 

Q. By the Credit Mobilier f— -A. By the Credit Mobilier. Mr. Gould 
had the notice and put it in a pigeon-hole, and that was all the attention 
he gave to it, I think. 

Q. Then the Union Pacific? ^s the assignee of that accounti took a 
judgment by default against the Credit Mobilier for the amoimtandiik- 
terest? — A. Yes, sir; and I got that set aside. 

Q. What did you do in your capacity as a Credit Mobilier receiver!— 
A. 1 went on to New York and got it set aside as receiver. 

By Commissioner Anderson : 

Q. After you were appointed receiver or before? — ^A. Atfterlwas 
appointed receiver. 

By Mr. John F. Dillon : 

Q. As receiver and shareholder ? Other shareholders united with you 
in that matter, did they not ? — A. Yes, sir. 

Commissioner Andebson. In what court was that ? 

Mr. John F. Dillon. The supreme court. And the judgment was 
set aside. 

Commissioner Anderson. On what date ? 

Mr. John F. Dillon. I can give that exactly. 

The Witness. I was the receiver at the time, and the first I knew of 
the suit was, 1 saw the judgment in the New York papers. The papers 
were served on Mr. Gould, instead of on me. 

Commissioner Littler. As president of the company. 

The Witness. As president of the corporation 5 yes, sir. 

still another suit between same parties. 

Mr. John F. Dillon. Under the settlement of 1881, between the 
trustees of the Oakes- Ames contract and the Union Pacific, which is be- 
fore yon, the trustees in the Oakes-Ames contract assigned an account 
against the Credit Mobilier for $685,550.74, and the Union Pacific Com- 
pany brought suit in the supreme court, in October of 1882, against 
the Credit Mobilier to recover that amount, with interest, and obtained 
a judgment by default soon afterwards for $1,292,347. 

Commissioner Andehson. That does not cover the question when it 
was set aside. 

Q. I will ask you that. Can you state when ; was it within a year!— 
A. 1 cannot. But I saw the notice in the paper, the first I knew of 
it, after 1 was receiver. I saw an account of this jatlgment, and I im- 
mediately went to New York and looked into it. 

By Commissioner Anderson : 

Q. Who were your attorneys ? — A. George F. Betts, I think, in New 
York, for this thing. 

Q. Who appeared for the Union Pacific Eail way Company t — A. I do 
not know. Judge Dillon, I think. 

Judge Dillon. Mr. Holmes and myself. 

THE LARGE STOCKHOLDERS IN CREDIT MOBILIEB. 

By Mr. Dillon : 

Q. Iwill ask you this: The capital stock of the Credit Mobilier Com- 
pany is how many shares? — A. $3,750,000. 
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Q. Thirty-seven thousand five hundred shares. The Union Pacific 
li6ld how many at this time !— A. They held pretty nearly 24,000 shares. 

Q. Who held the other 12,000 or 13,000 shares ?— A. I had about 
3,300 belonging to the estate, and I guess about 1,200 that 1 owned in 
part and in whole. Then there was the New York Security Company, 
or something of that kind, which had about 1,300 shares ; and Brayton 
Ives had about 3,500 shares, which stood in the name of one of their 
clerks. 

Q. These parties united, did they not, with you in an application to 
vacate this judgment by default ? — A. Yes, sir. 

Q. And you were represented by Mr, Betts ? I recollect that. — ^A. 
Yes, sir. 

Q. And Mr. A. H. Holmes and myself represented the Union Pacific 
Company. Do you recollect filing aflidavits on that matter and coun- 
ter-affidavits being filed ? — A. Yes, sir. 

Q. You were not at the argument, were you? — A. No, sir. 

Mr. Dillon. I will state that it came before Mr. Justice Daniels, of 
the Supreme Court — I cannot state the date — but within a year after . 
October, 1882, when the judgment was rendered, I should say; and 
Judge Daniels decided against the Union Pacific Company, and entered 
an order that the judgment by default be set aside, allowing Oliver 
Ames and other shareholders to answer the complaint of the Union Pa- 
cific against the Credit Mobilier, and in its name, within 30 days from 
that time. I thought perhaps you might want to know about that. 
That suit is still there. 

Commissioner Anderson. It never has been tried ? 

Mr. Dillon. It never has been tried ; no. 

Q. The minority shareholders sold out, did they not f — A. Yes, sir. 
The Union Pacific, after that, under the advice of counsel, bought these 
minority shareholders' interest, as the best means of defending against' 
this suit and other liabilities. 

THE MINORITY STOCKHOLDERS OF CREDIT MOBILIER SOLD OUT. 

Q. Will you state what you know about that ? — A. The first thing I 
knew most of my clients sold out the Credit Mobilier. They sold out 
their stock to the Union Pacific and left me pretty nearly alone. Then 
I sold my stock to the Union Pacific. 

By Commissioner Anderson : 
Q. At what price were these sales made ? — A. At $20 a share. 

By Mr. John F. Dillon : 

Q. Supposing the notes and accounts should be valid and all inter- 
est thereon, in connection with the other assets of the Credit Mobilier, 
what, in that event, xiid you ever estimate was the value of this stock *? 
-^A. I regardedit worth $75 a share or 75 per cent. 

Q. But you sold it for about $20 to the company ? — A. Yes, sir. 

By Commissioner Anderson : 

Q. Was there not another consideration paid ? — A. No, sir. 

Q. Did they not get released, or at least did not all tbe parties who 
had been shareholdei:s of the Credit Mobilier during the time of the 
construction of the Union Pacific get released, from any liabilities there 
might have been ? — A. Ko, sir ; not at that time. They (lid not con- 
sider that they were in any danger, I never i^o^isi^ered It » serious 
matter at all. 

52 r 9 
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By Mr. John F. Dillon : 

Q. In these last dealings, you were all at arms-length f — A. Yes, sir. 
If yon had seen these Union Pacific directors, as I did, jast about the 
time this consolidation took place, you would have pitied them. 

Commissioner Littleb. It is pretty clear that Mr. Gould had them 
cornered. 

The Witness. He had. I was an outsider, and could see it all and 
enjoy it all. 

OLIVEE AMES. 



Equitable Building, 
Boston^ Mass.^ Tuesday, Mg,y 31, 1887. 

MAHLOK D. SPAULDING, being duly sworn and examined, testi- 
fied as follows : 

By Commissioner Anderson : 

Question. You are at present a director of the Union Pacific t— 
Answer. I am. 

Q. When were you elected % — A. I was elected first in March, 1885,1 
think. 

Q. How closely have you examined into its financial affairs?— A. 
I have not been on the executive committee. I have been on the com- 
mittee of finance. I have not been led to examine the transactions as 
closely as I would have, perhaps, if I had been on the executive com- 
mittee ; but still I have tried to give it my serious attention and thongbt 

Q. Have you been over the road ? — A. I never have. 

Q. Or over any of its branches ? — ^A. ISOj sir. 

Q. What is your interest in the road ? How many shares of stock have 
you ? — A. My interest is very small at the present time ] I have but 500 
shares in the road ; I had 2,000 when I was elected. 

Q. Have you examined into the question of its earnings and its earn- 
ing capacity ? — A. I have, so far as I was capable. 

kelations of union pacific to the government. 

Q. Have you examined into the relation which this company holds to 
the Government in reference to the amount and prospective amount of 
its liability to the Government ! — A. I have. 

Q. Have you any fixed ideas as to the policy that ought to prevail, 
with reference to this subject, between the Government and this rail- 
road ? — A. I do not think other than any business man would have. It 
has never seemed to me anything specially intricate. The principles are, 
I think, simple^ and such as I should apply to my own business I could 
apply to this. 

Q. Is the relation not different from any relation that you ever had 
or have known to exist in your own business in the point that the 
Government claim, being a large one, with interest not maturing foi 
30 years after its date, presents different questions from those that 
would generally arise between creditor and debtor ? — A. It would seem 
to me that the principles you would apply would be the same. It seems 
to me it would be the same in regard to this matter that it would be 
in almost any other business interest. Of course the circumstances ate 
quite different from anything that I have ever met in my business ex- 
perience. 
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Q. Please answer this question in your own way. I will put the ques- 
tion in two branches : First, how complete do you consider the security 
of the Government for its debt to be ; and, secondly, what are your 
views in regard to the best possible plan for adjusting the relations be- 
tween the Government and the compauj^, so as to secure independence 
of action to the railroad and absolute security to the Government for 
its ultimate payment! — A. 1 will answer it as far as I can. 

Q. Do you remember the division I have made? First, in regard to 
the quantity of security, and, secondly, in regard to the plan ? — A. And 
what I would do ? 

THE NATURE OF THE GOVERNMENT'S SECURITY. 

Q. The first question is in regard to the nature of the security. How 
far do you think it is sufficient % — A. I think the security depends very 
much upon the management. If I had a debt that I was in any doubt 
about — if you will allow me to explain it in my own way — I should ex- 
amine first into the affairs of my debtor, and see what Ihe assets con- 
sisted of, and see what his financial condition was. I should go still 
farther. I should then try to ascertain what the man's character was, 
what his ability was, what his integrity was, and it seems to rao that I 
should have as much confidence, and rest my claim as much upon the 
eax^^^^^y o^ ^^ man, his integrity, and his ability, as upon his assets ; 
but if I found that he had good and sufficient assets without the ability 
and integrity 1 should not want to trust him ; I should want to take 
what I could get, and close it up. But, if I found that he had integrity 
and ability to manage the aftairs better than I could, better than I be- 
lieved any one else could, I should leave it for him to manage, giving 
him all the assistance and encouragement that I could. That would be 
the course that I should take. It would depend, first, upon the ability 
and next upon the integrity of the creditor. 

By the Chairman : 

Q. Applying that to the Pacific Railroad, what do you regard the 
Government security to bef — A. I believe that the Union Pacific Rail- 
way, so far as I can judge from the investigation that I have made, and 
from what 1 know of its earning capacity, is abundantly able to pay the 
Government every cent that is due to it, and I believe they will do so 
if they are left to manage their o^wn affairs, and to do their business in 
their own way, and be placed in a position equally favorable to their 
competitors. Without that I should have my doubt. I do believe if 
they are hampered and Interfered with and troubled and harassed 
they will get discouraged after a time. It seems to me so, and I think 
soch proceedings will weaken instead of adding to their strength. But 
I know there is a disposition on the part of the management to pay the 
Government every dollar that is justly due it. I think they desire to 
do that, and I think they are able to do it, and I think they ought to 
do it, and I think, what is more, they will do it. 

PLAN OF SETTLEMENT. 

Q. How can they do it — in what way ? What suggestions have you as 
\x> the method?— A. This debt matures in 1895, 1896, and 1897, and it 
is a very large indebtedness, and I do not believe they can pay it at 
maturity*. I think they have got to have some extension in some way. 
I believe it is an utter impossibility for them to pay it without an ex- 
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tension. It is barely possible that they might do it by sacriflcing every- 
thing. I have no opinion to give as to the result of any sach extreme 
measure. 

By Commissiouer Anderson : 

Q. Have you figured how much extension you think they would re- 
quire ? — A. Only that it would seem to me that the Government should 
not consider eutirely what they could be forced to do. I believe the 
CTnion Pacific debt to the Government is perfectly safe. It does not 
seem to me that it is a matter of vital consequence to the Government 
when it receives its pay, so long as the Government shall not lose any- 
thing. I do not think the matter of five or ten years is of any great 
consequence to the Government, and I do think it would be of very 
great value to the company in the management of its business. If I 
were in the place of the Government, I would not seek the maximum 
amount that I could force out of the company, but I would see the 
minimum that 1 could get safely. I would give all the aid and encour- 
agement that I could possibly give with prudence to the management 
of this company. 

If you allow me to say so, I think the only way that danger to the 
Government security will be prevented will be to put this company in 
a position so that its stockholders can receive something. I do not 
think it is for the interest of the Government to get all, even if they 
can, because it would discourage the management, if it has an honest 
one. If it has not an honest management you had better get rid of it 

WRECKERS LIKE A NON-DIVIDEND STOCK. 

Q. Please tell me why you consider that that fact, if the stockholders 
do or do not receive dividends on their stock, so long as there are large 
interests in the shape of bondholders, who are interested^iu the regular 
receipt of their interest, has any material bearing on the question of the 
honest or efficient management of the company! — ^A. A non-dividend 
paying stock is the stock that wreckers and speculators are lookiug for, 
and it is the stock that they deal in. They have dealt in the Union 
Pacific when it was a non-dividend paying stock. They bought it at 20 
or 30 or 40 cents on the dollar, put it on a dividend- paying basis, and 
then sold out. They did not want to hold the stock after it was on a 
dividend-paying basis. The stock th^n became scattered all over the 
country. 1 do not remember now, exactly, but I think there are eight 
or nine thousand stockholders at the present time. I believe it is for 
tlie interest of the Government, and for the security of good manage- 
ment in this road, that its stock should be in the hands of investors 
and not in the hands of speculators. If allowed to pay dividends, it is 
almost certain to be kept out of the hands of speculators. It gives the 
stock a permanent value, and that is what the speculator does not want 
You do not find speculation in the Chicago, Burlington and Qoincy 
Eoad, or in the Eock Island Road. Both roads are competitors of the 
Union Pacific. 

Q. Do you not think the management of the Korthern Pacific is a 
good, prudent, and conservative management ? — A. I am not familiar 
with the Northern Pacific; no doubt it may be. 

Q. Do you not think the present management of the Erie Railway is a 
I)rudent and conservative management? —A. I have not heard anything 
ijgainst it. I have no doubt it may be. I do not say that the non-divi- 
dend paying stock may not be prudently and c^-refully managed, but I 
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fiiay the tendency of a non-dividend paying stock is to get into the hands 
of specalators. With a dividend-paying stock I do not think there are 
the same inducements. 

. By the Chairman : 

Q. When did you acquire your interest in the Union Pacific ? — A. I 
acquired my interest, I should think, in 1884 and 1885. ' 1 paid par and 
above par for some of the stock that I bought then, and I have paid 
less since.. I do not remember now the exact prices that I paid for the 
different lots of stock. I bought it at different times. I should say I 
bought some as low as 70. 

Q. Do you attend the meetings of the board of directors of the road ? — 
A. I do. 

GOVERNMENT DIRECTORS. 

Q. Do you meet the Government directors there ? — A. I do. 
Q. Do they ever participate in the discussions "} — A. They do. The 
present Government directors in the road are intelligent and as pleasant 
and agreeable and valuable men as there are in the board. I think 
they are more valuable than I am. I have had some experience before 
in railroad boards where there were two sets of directors — the Govern- 
ment and the road directors. As a rule, I do not think that two man- 
agements work well together. I think that the present board of direct- 
ors in the Union Pacific are an exception. I was for a long time in the 
Boston and Albany Eailroad. I was there as a State director. The 
State owned a very large interest in the road, and out of the thirteen 
directors I think the State elected five. It never, as a rule, worked 
well in that board, and finally I exerted what influence I had to have 
the State exchange its stock for bonds, leaving the stockholders of the 
road free to manage their property as their competitors managed their 
property. 

Q. You think, therefore, such a course with the Union Pacific would 
have a wise result? — A. I have no doubt of it. I think the present Gov- 
ernment directors are good and valuable men. I think either of tbem 
is, perhaps, of more value to the road than I am, and I should be very 
happy, in case that was done, to resign my position as a director in the 
Union Pacific to either of the Government directors that are there. 

Q. If the Union Pacific were prepared to hand over to the United 
States Government a check, and you were to settle with ir, and tbe 
Government was perfectly willing to have the Government directors 
retire, would it thereby increase the happiness of the management? — 
A. I do not think there is any question about what any railroad would 
do. I do not think they would invite a second board of supervisors in. 
I do not think that admits of discussion. It seems to me it does not. 
It seems to me that in order that the Ubion Pacific Eailway may do its 
best it has got to manage its affairs in its own way, and become wholly 
responsible for ijts acts. 

Gommissioner Anderson. Its own road, do you mean ? 

The Witness. Ko; but the management, I think, cannot be divided. 
If the Union Pacific has bad managers they ought to be thrown out. 
If they are dishonest they ought to be removed. If the Union Pacific 
at the present time has an honest management and a competent board 
^ of directors I believe it is going to inherit a good management. ^* Birds 
of a feather flock together." In the directories of almost all corpora- 
tions the vacancies are filled through the influence of the remaining 
directors. If you have an honest board, and there is a vacancy to fill, 
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I do not thiuk it is nataral for an honest board of directors to invite \u 
any bad element. On the contrary, if it is a bad board I do not think 
they will fill it with good and honest men. 

The Ohaieman. Have you any other suggestion to offer! 

The Witness. I have no suggestion to offer. I do not feel that I am 
competent. 

The Chaibman. Judge Dillon, will you ask any questions? 

Mr. John F. Dillon. I have nothing to ask. 

MAHLON D. SPAULDINU. 

afternoon session. 

« 

JOHN F. DILLON, being further examined, testified as follows: 

litigations between the government and union PAomo. 

By the Chairman : 

Question. Will you make a statement of the more important litiga- 
tions between the company and the Government growing out of the 
legislation applicable to the companies? — Answer. 1 had nothing to do 
with the litigations of the company prior to the fall of 1879, and what 
I shall say respecting litigations prior to that time is derived wholly 
from records, to which I will refer. 

By Commissioner Anderson : 

Q. Had you not a good deal of personal connection with some of the 
litigations between the Kansas Pacific and the Union Pacific in your 
of&cial capacity as a circuit judge of the United States ? — A. No; I 
think^iot. I believe that the prorate question was argued in 1878 or 
1879 before the circuit bench when I was on it, as was also Judge 
Dundy ; but my recollection is that I declined to take any part in the 
decision. I think that is of record. I recollect very well that was ar- 
gued. Judge Usher was there and made an argument in favor of the 
Kansas Pacific view of that question, and it was argued on the other 
side by Mr. Poppletou and other gentlemen. 

refusal to sit as judge in such litigations. 

Q. Your refusal was based on your relationship to Mr. Sidney Dillon!— 
A. Yes, sir ; I think I preferred not to sit in the decision of that cause 
for that reason. I did not know whether the reason was assigned of 
record. Undoubtedly that was the reason that operated in my own 
mind. 

Kecurringnow to the question put to me, I will state that some of 
the important litigations between the Government and the company 
have grown out of the sixth section of the act of 1862, as modified by 
the fifth section of the act of 18C4. The sixth section of the act of 1862 
imposes on the company the duty of transmitting dispatches at all 
times, transporting mails, troops, munitions of war,* supplies^ &c, for 
the Government — 

ACT OF 1862, SIXTH SECTION. 

Whenever required to do so by any department thereof, and that the Government 
shall at all times have the preference in the use of the same for all the purposes afor^ 
said (at fair and reasonable rates of compensation, not to exceed the amounts pfAa 
by private parties for the same kind of services) ; and all compensation for services 
rendered for the Government shall be applied to the payment of the said bonds and in- 
terest until the whole amouut is fully paid. ' And after said road is completed, antil 
said bonds and interest are paid, at least 5 per centum of the net earnings of the Mid 
road shall be annually applied to the payment thereof. 
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• In the amendatory act of 1864^ section 5, section 6 of the act of 1862 
\ras amended as follows : 

ACT OF 1864, SECTION 5. 

And that only one-half of the compensation for services rendered for the Govern- 
ment by said companies shall be required to be applied to the payment of the bonds 
issued by the GU)yemment in aid of the construction of said roads. 

The Supreme Court of the United States, in the case of the Union 
Pacific Bailroad Company, appellants, against the United States, at the 
October term of 1878 (99 U. S., page 402), decided that the Union Pacific 
road was completed on the 6th day of l^ovember, 1869. The Supreme 
Court had previously decided, at the October term of 1875, in the case 
of the United States against the Union Pacific Eailroad Company (re- 
ported in 91 U. S., page 72), that it was not the intention of Congress, 
in the acts of 1862 and 1864, to require the company to pay the interest 
before the maturity of the principal of the bonds, and that the legisla- 
tion implied an obligation on the part of the company to pay both prin- 
cipal and interest when the bonds shall become due, and did not imply 
an obligation to pay the interest as it semi-annually accrued. 

On the 3d day of March, 1871 (16th statutes, 525), in the appropria- 
tion act for that year, Section 9, Congress enacted as follows : 

ACT OF 1871, SECTION 9. 

That, in accordance with the 5th section of the act approved Jaly 2d, 1864 [giving 
its title, amendatory of the act of Jnly 1, 1862], the Secretary of the Treasury is 
hereby directed to pay over in money to the Pacific Railroad companies mentioned in 
said act, performing services for the United States, one-half of the compensation at 
the rate provided by law for such services, heretofore or hereafter rendered: Provided, 
That this section shall not be construed to affect the legal rights of the Government or 
the obligations of the company, except as herein specifically provided. 

Dispates arose between the Government and the company, which 
were considered by the Court in the Interest Case, above referred to 
(91 IT. 8., 72 A. B. 1875) ; and the Supreme Court in that case expressly 
decides, as you will see by reference to the opinion, that the act of 1864 
imiK>sed an obligation on the G-overnment to pay the companies in cash 
for one-half of the transportation services. In the course of its judg- 
ment the Supreme Court said, giving the reason for this conclusion : 

FROM SUPREME COURT DECISION. 

If the Government consents to diminish its security so that only one-half of the 
money due for services is to be applied to the payment of the interest or principal, 
what is to become of the other half? There is no implication that the Government 
Bhidl keep it ; and, if not, who is to get it ? Assuredly, the companies who have 
earned it. 

Then the following sentence is instructive, as showing the course of 
practice of the United States under the legislation: 

The practice [says the Supreme Court in thad case] for a series of years was in con- 
formity withlJie views we have taken of the effect of the charter, until the Secretary 
of the Treasury withheld the payment of the money earned by the companies for 
services rendered the GU>vernment. His action brought the subject to the attention 
of Congress, and the act of March 3rd, 1871 [16 Statutes, page 525, sec. 9, which I 
have above quoted], was passed, directing that one-half of the money due the Pacific 
railroad companies for services rendered either heretofore or hereafter be paid them, 
leaving open the question of ultimate right for legal decisions. 

The next act relating to the Governmental business of the company, 
and the relations between the Crovernment and the company, is the act 
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of 1873, whicb has been very prolific of litigation, arid, as I view it, 
and as I think you will agree, this act was very unjust to the company 
in its relation to the Government. I read from the 17th Statutes, 508, 
Acts of March 3, 1873, as follows : 

ACT OF 1873, SECTION 2. 

Sec. 2. That the Secretary of the Treasury is directed to withhold all payments to 
auy railroad compauy and its assigns, on account of freight or transportation over 
their respective roads, of any kind, to the amount of payments made by the United 
States for interest upon bonds of the United States issued to any such company, and 
which shall not have been reimbursed, together with the 5 per cent, of net earnings due 
and unapplied as provided by law ; and any such company may bring suit in the Court 
of Claims to recover the price of such freight and transportation ; and in such suit the 
right of such company to recover the same upon the law and facts of the case shall 
be determined, and the rights of the United States upon the merits of all the points 
presented by it in answer thereto by them, and either party to such suit may appeal 
to the Supremo Court, and both said courts shall give such cause or causes pre- 
cedence of all other business. 

FAILURE OF GOVERNMENT TO PAY CONTRACT RATES FOR TRANS- 
PORTATION. 

Kow, I state, subject to correction by reference to the records of the 
company and of the Government, that it is my understanding that, with 
very trifling exceptions, since the act of 1873, the Government has never 
paid to the Union Pacific Company the half transportation money 
which by the terms of the contract is due from the Government to the 
company for Government services. And this is true not only prior to 
1875, when it was expressly adjudged by the Supreme Court of the 
United States that this amount was due to the company in cash, but 
it is equally true since that time, and that decision has been not only 
disregarded but defied, as I take it, and desire to state it, by the offi- 
cers of the Government from that time to this. In stating this I am not 
intending to criticise the motives or actions of the oflftcers of the Gov- 
ernment, but to state the fact as I understand it to exist, and, as I think, 
the records show. 

Q. Are you not satisfied, however, that the amounts so due for this 
half compensation, payable in cash, have been applied to the liquidation 
of actual liabilities accruing from the company to the United States, 
which were also not paid in cash? — A. I understand that while the 
company insisted on their right to have the half services paid in cash, 
yet when that right was denied, they did afterwards consent that the 
Government might apply this sum towards the amounts that became 
due to the Government under the Thurman act, and that it was so 
applied. 

Q. And also to the 5 per cent, due before the Thurman act? — A. Yes, 
sir ; and it was applied. But we did not get our money as we earned 
itj and as we claimed we were entitled to it. The Government insisted 
on keeping it, and applied it on the subsequently accruing obligations 
of the company to the Government. Nor is tUat all, nor is it the worst 
!Sot only did the United States claim to withhold all the Government 
transportation from the subsidized road, but also all the compensation 
of the unsubsidized road, and all the compensation of the branch roads 
or the auxiliary roads or any roads which were controlled or operated by 
the Union Paiiflc Company. Accordingly, contesting this right, which 
had no sort of basis to rest on, the Union Pacific Company brought two 
or three actions, one to recover compensation for mail and other Gov- 
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ernmeut service on the Kansas Pacific road, wbich you recall is vsubsi- 
dized to ihe extent of 394 miles, and the rest of it is unsubsidized ; and 
it also caused an action to be brought by the Central Branch, which is 
subsidized to the extent of 100 miles, but which has a mileage of three 
or four hundred miles, the subsidized line controlling thp4)thers by way 
of lease. Those suits were tried in the <Jourt of Claims. 

SUIT TO.EECOVEB FULL COMPENSATION. 

Q. Will you give us the nnmbeus, if you have thera ? — .\. I cannoc 
give them. That suit was tried in the Court of Claims, which rendered 
its judgment and opinion, which will be found in the 16th volume. Court 
of Claims Eeports, pages 353-361, in which that court decided all the 
points in issue in favor of the companies. That is to say, that neither 
under the original legislation nor as a result of the consolidation of the 
Kansas Pacific, Denver Pacific, and Union Pacific, was the Govern- 
ment entitled to retain anything but pay for half transi)ortation on the 
subsidized lines; that the company was entitled to be paid in cash the 
other half for transportation on the subsidized lines, and to be paid in 
cash for the full amount for transportation on the non-subsidized lines, as 
well as full compensation for all services on the branch or auxiliary 
lines (16 Court of Claimsllep., 359 ; 20 ib.j 102). The Attorney-General 
of the United States took an appeal fromthis judgment to the Supreme 
Court. The cause or causes were on the docket for some time, and my 
pecollection' is that just before they would have been reached by regular 
order the Attorney-General dismissed the appeals. 

FAILURE OF THE DEPARTMENTS TO RECOGNIZE DECISION. 

Q. Who was the Attorney-General ? — A. I think it was Judge Deveus 
Meanwhile the Departments did not recognize the decision of the Court 
of Claims as binding upon them, and retained from the comi)any all 
transportation of all kinds. Afterwards, on making application to the 
Treasury for some relief, the matter was referred, or came in some reg- 
ular way, before the First Comptroller of the Treasury, the Hon. Will- 
iam Law^pnce, in the case, as I recollect it, of the application of the 
Utah Northern to be paid for services rendered to the Gov|3rnment, all 
of which was withheld by the Departments on account of its relation, 
or supposed relation, to the Union Pacific Company. That matter was 
argued. I recollect going to Washington and arguing the matter before 
the Comptroller, who considered it, and, following the decision of the 
Court of Claims, and, as he interpreted it, of the Supreme Court of the 
United States, in the Net Earnings Cases, he decided that the Govern- 
ment had no right to retain the earnings for Government services of 
the Utah and Northern Eailroad Company, which decision you will find 
in one of the volumes of his published reports (4th volume Lawrence's 
Decisions, pp. 188, 214). After that decision by the Comptroller, or as 
I understand it — and I state it subject to correction — ^it made no differ- 
ence; we did not get any money, and never got any; they never would 
pay any. That is only important as showing the nature of the rela- 
tions between the company and the Government, since, afterwards, by 
an arrangement between the Utah Northern and the Union Pacific, the 
Union Pacific settled with the Utah Northern for that claim, and, hav- 
ing so settled it, consented to its application to the payment of its own 
cash obligations to the Government. A year ago last month, I think it 
^i^g. — it was one of the last cases argued before the Supreme Court prior 
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to their adjournment for that year (the Central Pacific meanwhile hav- 
ing brought actions against the Government to recover for transporta- 
tion on their non-aided lines and on their leased lines, and the Goart of 
Claims having- given judgment in favor of the company)-— the matter 
came on for argument in the Supreme Court, and, as the CTnion Pacific 
had a common interest in the question, I was asked to assist in the ar- 
gument, which I did. Ex-Senator McDonald was the leading counsel 
for the Central Pacific Company in that matter. The Supreme Court 
of the United States decided that the Government had no right to re- 
tain any but the half transportation on the subsidized lines, and the 
other half and all other transportation it must pay for in money. That 
decision will be found in 118 U. S. Reports, p. 235. 

Q. That was within a year or two ? — A. Last year. After the decision 
of the Supreme Court in the Interest case (91 U. S., 72), and after the 
act of March 3, 1871, above alluded to, and the act of March 3, 1873, 
above mentioned. Congress passed an act, approved April 30, 1878 
(I think it is in the appropriation act of that year), in which there waa 
a proviso as follows, namely : 

ACT OF 1878. 

That no part of this sum [that is, sums appropriated for Government uses], shall 
be paid to any railroad company or to its assigns on acconnt of freights or trans- 
portation over their respective roads unless there be an excess due such companies 
after charging the amount of payments made by the United States for interest upon 
bonds of the United States issued to any such company ; but the sum shall be paid 
to the Secretary of the Treasury, to be by him withheld as directed by existing law. 

That is to say, that notwithstanding the Supreme Court of the United 
States had decided in the Interest Case (91 U. S., 72), at the October 
term, 1875, that the company was not indebted in respect of this inter- 
est, and was under no obligation to pay it until the maturity of the bonds, 
and notwithstanding the Supreme Court, in the same decision, held that 
for half transportation the Government was under an obligation to pay 
the companies in cash, the Congress of the United States in this act said 
that the Government should not keep its contract, should not pay any 
cash, but should withhold all— in. direct violation of the letter of the act 
and of the meaning of the act as it had at that time been authoritatively 
interpreted by the Supreme Court. » 

Q. How do you make that out to be a violation of any duty that Con- 
gress owed to the road? — A. In this way, namely, the Supreme Court of 
the United States, in the cases above referred to, as well as subse- 
quently (104 U. S.,662), held distinctly that the provisions of the sixth 
section of the act of 1862 constituted a contract between the Govern- 
ment and the company, which could not be altered without the consent 
of the company. 

Commissioner Anderson. You have answered it in full, if that is cor- 
rect. 

The Witness. That contract was that the Government should retain 
one-half of these services, and apply it on their bonds and interest ac- 
count, and pay the other half iii money. The act of 1878 says, ** We 
will keep it all.'^ 

Commissioner Littler. You are deducing an argument, as I under- 
stand it, to show either the bad faith of Congress or the unconstitu- 
tionality of the act that you are commenting on. 

The Witness. I do not impute any bad faith to Congress. I do not 
call names. 

Commissioner Littler. Is there any other deduction to be drawn! 
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THE COMPANY HAS KEPT ITS OBLIGATIONS. 

The Witness. Suppose Congress either did not consider the thing 
carefally at all, or were not duly regardful of the rights of the company 
And the contract obligations of the United States H I am stating this to 
Bbo w what I feel convinced of, that in the relations between the Govern- 
ment and the company, ever since the completion of the road, the com- 
pany has kept its obligations, and that whatever criticism may be,of- 
fered is one, I think, justly imputable to the conduct of the Government 
towards the company, rather than any defaults or delinquencies of the 
company to the Government. 

Commissioner Anderson. Did not the Supremo Court of the United 
States decide that the alteration efifected by the Thurman act, whereby. 
the entire transportation was to be held and applied as security for the 
debt, was a permissible exercise of the legislative power, and was not 
an impairment of the contract you refer to under section 6 If 

THE THURMAN ACT. 

The Witness. I do not understand that the Supreme Court held that 
the Thurman act undertook, in any respect, to change the contract con- 
tained in section 6 of the act of 1862. On the contrary, the court, as I 
recollect it, said that the contract could not be changed, and that the 
Thurman act did not undertake to change it ; and if the Thurman act 
is carefully examined you will perceive, I think, Mr. Commissioner, that 
it does not undertake to change the contract as to the Government 
transportation and the 5 per cent, as it existed under the acts of 1862 
and 1864, but preserving that and providing that these sums shall be 
still paid in and still be applied on bond and interest account, makes a 
further exaction or requirement of the company to pay in addition to 
that such sum as shall amount to 25 per cent, of their net earnings, and 
the other half of that is to be carried to a sinking fund newly created 
by that act. 

Commissioner Anderson. I call your attention to the first four lines 
of section 2 of the Thurman act, and ask you to compare it with section 
5 of the act of 1864, and then state whether you can possibly assert 
that the court has not decided that the Government has power to in- 
crease the amount to be retained by the Government out of the earn- 
ings of the company. 

The Witness. The Thurman act, in sections 2, 3, and 4, does provide, 
indeed, that the whole amount of compensation which may from time 
to time be due to the several railroad companies for services rendered 
to the Government, shall be retained by the United States, one-half 
thereof to be applied presently to the liquidation of the interest paid 
and to be paid by the United States upon the bonds so issued by it as 
aforesaid. That is precisely like the acts of 1862 and 1864. So that 
the Supreme Court regarded this as not changing the contract up to that 
point, bufe affirming it and providing for its being carried into effect. 
Then, as to the other half, the provision is : 

The other half thereof to be tamed into the sinking fand hereinafter provided for 
the uses therein mentioned. 

SUPREME COURT DECISION ON THURMAN ACT. 

The Supreme Court held — and that was the only point in the Thurman 
Act Case as I now recall it from memory — that it was competent for Con- 
gress, either by, reason of its ordinary legislative power or by reason of 
the reserved right to alter, amend, or repeal, to provide, as they did in. 
the Thurman act, that a company situated as this one was might be r^- 
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quired by the Government to establish and create a sinking fund for 
the ultimate payment of its debts, the court saying at the same time, 
^' This does not change the contract, if it did it could not be done." 

Commissioner Anderson. The point with me is this, whether you 
call it a change of contract or not is not material, whether you concede, 
if we should report to Congress a scheme for the retention of 60 per 
cent, ol net earnings, if we deemed that necessary, to make the United 
States secure, that that is within the powers of Congress and would net 
be an impairment or alteration of what you call the original contract? 
If you conceded the 25 per cent, why not as to 50? 

The Witness. I answer that question in this wise : I should prob- 
ably find it difi&cult myself to discover any ground — if it is competeDt^ 
for Congress to provide, without its being a violation of the contract, 
that the Government may require this company to i)ay 25 per cent of 
its net earnings — on which an act requiring the company to pay 50 per 
cent, was unconstitutional ; but whether the court might not deem one 
to be reasonable and lawful and the other not, I cannot say. 

Commissioner Littler. Is all this discussion with a view of attack- 
ing the constitutionality of the Thurman act and the act of 1873? 

The Witness. No; so far I state what I have simply to show the 
practical operation of the existing legislation, thinking it might afford 
to the CoQimission some useful light in the suggestions which they will 
have to make as to the adjustment of the relations between the com- 
pany and the Government in the future. I think that is fair. 

Now, there is a matter connected with the Thurman act which I think, 
in any adjustment of the debtor and creditor relations between the Gov- 
ernment and the company, on equitable principles, should be regarded 
by this Commission ; ancl as it is appropriate in this connection, I will 
state it. 

senator thurman's speech. 

When the Thurman act was under discussion, Senator Thurman in- 
troduced it into the Senate with an elaborate and evidently a very care- 
fully-prepared speech in its favor. You will notice that one provision 
of the act is that the money which the company is compelled to pay into 
the sinking fund, arising out of the 25 per cent., is to be invested in a 
certain restricted line of Government securities. The investment is re- 
stricted to that. I have before me the debates on the subject of the 
Thurman act 5 and in Mr. Thurman's speech, which has the weight of 
almost an ofiicial commentary on the act, for it was not in substance 
and in very few instances not even liteially changed, he said, speak- 
ing of this investment feature, after statiug that the Government debt 
bears G per cent., and runs twenty-three years : 

The companies have to pay 6 per cent, interest, bat mark it, there are no rests. 
Twenty-three years from now they will have to pay the accumnlated 6 per cent, in- 
terest, but there are no rests. If any one will make a computation he will find that 
money at 5 per cent., compounded seml-auaually, as it is here provided it shall be 
compounded, will produce in the time we have to consider a larger sum than 6 per 
cent, upon the same amount of money not compounded. 

That is, the Government should get it at 6 per ceiit. 

It is obvious [he continues] that the amount of accretion of this sinking fund- 
that is, tlie interest upon it — ought to be sufficient I0 meet the interest which the 
companies will have to pay for the same period of time upon the €k>vernment loan. 
The ^y per cent, bonds, even if purchased at a premium of 10 per cent., wiU produce 
that iut'^rest, owin^r to the compounding of interest as I stated. The provision of the 
bill, theriiforo, in this rospi-ct is i)erfectly fair to the companies, as it is just to the 
Government. Section 4 provides that there shall be carried to the credit of the said 
funds on the 1st of January, &c. 

Quoting it as it was subsequently enacted. 
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DEDUCTIONS DRAWN. 

I read that to show that so far as the author of this act was concerned? 
and I suppose, so far as the Congress of the United States was con- 
cerned, they did not ihean that that act should operate with any injus- 
tice to the company or to the Government. They said, in substance, 
The Government has to pay 6 per cent. We require this, we compulso- 
rily require it, to create this sinking fund ; but under such circumstances 
as that it is no injustice to the companies, since they will get fully C per 
cent, for their money. I^ow, it has turned out that so far from the com- 
pany getting 6 per cent, for this money, which they were compelled by 
this act to turn into the sinking fund, that money has practically lain 
idle, like the foolish man's talent, wrapped in a napkin. What I say is, 
that in adjusting the equitable relations, what is right between man and 
man as a matter of equity and conscience, under an act which we were 
compelled to accept, which was imposed upon us by the superior power 
of the Government, which has deprived us practically of all revenues 
from seven or eight millions of dollars, which I believe that fund now 
amounts to — you will get the figures from the Comptroller, but I think 
the net interest over and above the premiums is very little, if anything 
— ^that that constitutes, in any fair scheme of adjustment, an element 
which gives us a strong, equitable ground to have it considered, not 
only in respect of the future, but in respect of the past. Certainly any 
chancellor would say that if one man, the creditor, should take advantage 
of the power which he has to make a fund unprofitable in his hands, he 
should account for the loss. That is just what the Government did. ' I 
do not impute any bad faith. They intended it to operate justly, but 
they could not foresee the future, and no man can foresee it very far. 

STJPEEME OOUBT DECISION AS TO NET EARNINGS. 

By Commissioner Littler : 

Q. Have you any more cases ? — A. The Supreme Court of the United 
States, in the cases reported in 99 U. S., 402, 455, and 460, decided at 
the October term, 1878, and which were pending when the Thurman act 
was under discussion and was adopted, decided very clearly what was 
the basis of ascertaining net earnings under the original acts of 1862 
and 1864. Kow, after the Thurman act came into effect, which in some 
respects defined, in a very general way, though, the test by which to de- 
termine net earnings, immediately disputes arose betw<5en the Govern- 
ment and the company as to what were net earnings. 

the company's CLAIM AS TO NET EARNINGS. 

To make this short, the companies claim, in substance, thatif, by reason 
of the growth of the traffic on the road, or from any other legitimate causes, 
it became necessary to construct new sidings or necessary to construct 
new station-houses or necessary to sink new wells, to build new tanks, 
to do anything, in short, needful to accommodate the enlarged wants 
and the increased traffic of the company, the cost might be deducted 
•from the gross earnings as a legitimate charge against the earnings, 
in order to ascertain the net earnings. The Department disputed 
that ; they disputed it in the face of the decisions of the Supremo Court 
in these cases ; and every February they came down upon us with a 
demand for the payment of the amount of the cash requirements un- 
der the Thurman a<5t, based on their construction of it. My advioe wa^ 
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to the company (and my understanding is tbat it wa« done) to pay to 
the Dcpartqaent, to the Commissioner of Eailroads, or into the Treasury, 
promptly every dollar which we owed under our construction of the act. 
1 believe it was done ; but it was not the full amount which they claimed 
under their construction of the act. Besides which, we had a suit pend- 
ing in the Supreme Court for several years — 1 think it was pending at 
the time ; the original institution of it was prior, perhaps, to the Thur- 
man act ; I am quite sure it was — for comi)ensatiou for the carrying of 
the mails, based on the charter contract embodied in the sixth section 
of the act of 1862, which was in substance that we were to be paid for 
Government service at fair and reasonable rates, not exceeding what 
was paid by private parties for the same kind of service. That is almost 
literally the language of the contract. When we brought our action in 
the Court of Claims the Government came in and said, We will not allow 
your claim ; the Postmaster-General has fixed what is a fair and rea- 
sonable compensation for carrying the mail ; we will allow you that, 
and we will allow you no more. That was the same compensation, may 
it please this Commission, which was paid by the Government for the 
transportation of mail in thickly-settled States, as in Iowa, in Illinois, 
in Pennsylvania, where they had thousands of population to a mile 
where we had not hundreds. We had to carry our mail with doubled 
engines over the mountain, as you vill see when you get there. Ton 
will see that that was not enough. That was the issue in that case. 

DECISION THAT SIXTH SECTION WAS A CONTRACT. 

The Court of Claims decided that the Government was right, and we 
carried that case by appeal to the Supreme Court of the United States, 
and it came before the court in 104 U. S., 662, and they decided that 
our company was right, and that the sixth section of the act of 1862 
was a contract. (See, on this point, p. 664.) 

By Commissioner Anderson : 

Q. Do I understand that they decided that the company was entitled 
to its mail-rate claims H — A. They decided in that case^that the sixth sec- 
tion — and you will see, as a lawyer, that I am accurate, when you look 
at it — of the act of 1862, constituted, between the Government and the 
company, a contract in relation to the price which was to be paid, just 
as much as if it had been written out and signed between private4>ar- 
ties. That contract was "reasonable compensation, at not exceeding 
the rates which private parties paid to the company for like services." 
We claimed that we were not getting enough. After that decision by 
the Supreme Court, when the record was remanded to the Court of 
Claims — well, I am not going into that. 

It took 1,400 printed pages to go into that in the courts. The Court 
of Claims made a finding, in general terms^ that the amount which the 
Government allowed us "was fair and reasonable, "not exceeding the 
amount paid by private parties for the same kind of services f refused 
to make any more specific findings of fact, and practically, in that 
way, cut off any appeal to the Supreme Court of the United States on 
that point (20 Court of Claims Eeports, p. 102 ; 116 U. S., 403). I make 
not the slightest reflection on anybody or on any tribunal — ^Ibr judicial 
tribunals are actuated generally by nothing but the purest motives— 
but the result under the forms of law, was the grossest injustice to this 
company, because— and I will submit that to your fair sense of justice 
when you go over this line— here was a road^ necessarily constructed at 
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an enormons expense, running through a thinly- populated region, with 
a service in the mountainous portions of extraordinary expense, with a 
practical result that this company should not get any more for carrying 
the mails than the Government pays anywhere else in the United States. 
If o judgment can sanction that result in conscience. It is wrong. A 
thousand judgments would not make it right. Because we could get 
BO specific findings of fact as to the mail service, we got only the rates 
paid by the United States in the thickly settled parts of the United 
States (116 U. S., 403 ; 117 U. S., 355.) 

DISCRIMINATION BY GOVERNMENT AGAINST UNION PACIFIC. 

It appeared incidentally in that case — and that is another matter 
proved in that case — that the Department, although recognizing the 
fatct that we were a large debtor to the Government, had actually dis- 
criminated in many instances against this road, preferring to send the 
fast-mail service and other services to other roads, which could have 
been given as well, if not better, to this road. 

Oommissioner Anderson. Please name the roads. 

The Witness. I cannot recall them ; that fact was proved in that 
case; Mr. Miak can give it, probably. 

Mr. Mink. The Burlington and Missouri. 

The Witness. The Burlington aiad Missouri, the comptroller states. 

By the Chairman : 

Q. Do you recall any other road ? — A. I do not ; I happened to meet 
that in that case. 

Mr. Mink. The Milwaukee and St. Paul, and the Chicago, Burling- 
ton and Quincy. 

vexatious disputes and investigations. 

The Witness. This is important for you to understand. In the Mail 
and Net Earnings Case, to which I have been referring, the company 
have had many unavoidable and very vexatious disputes with the Gov- 
ment. Vexatious, I say, not because an ordinary honest business dis- 
pute^ such as existed between the company and the Gov^ernmeut, is 
particularly vexatious — that may be expected always — but it was 
vexatious, because at every session of Congress some one gets up and 
says, " I move an investigation 5 here is a company in default.'' It is 
used as terrible engine of oppression — the mere fact that there is liti- 
gation, especially when a great corporation like the Union Pacific is a 
party to it. Those litigations in that way have been a source of more 
injury to the company than the simple annoyance of having a litiga- 
tion on their hands. In order to terminate our disputes with the Gov- 
ernment and bring everything down to the 31st day of December, 1882, 
the pleadings on both sides of this case were so constructed as to put 
everything at issue between the company and the Government down 
to the 3l8t day of December, 1882, so that from that time on we would 
have had a clean sheet, whatever might be the result. The matter 
went to judgment. 

By Commissioner Littler : 

Q. That is the case where you paid the judgment ? — A. Yes, sir 5 it 
went to judgment, and they decided against us on the question whether 
we were entitled to any more compensation for carrying the mail than 
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had been i^aid. They decided in our favor on the subject of new con- 
struction or net earnings, making a difference in the account in oar 
favor of some $800,000. 

WHAT CAN BE DEDUCTED BEFORE DECLARING KET EARNINGS. 

Q. They adopted your construction, namely, that you had a rights 
'M:tore declaring net earnings, to take out the cost of betterments, in- 
cluding construction ?— A. I would not like to answer it just that way. 

Q. Will you tell us what they did decide?— A. I will tell you what 
they did decide. You will notice that the Thurman act provides, sec- 
lion 1, " That the net earnings shall be ascertained by deducting from 
the gross amount of their earnings respectively the necessary ex- 
penses actually paid within the year in operating the same^ — that is, 
the road — " and keeping the same in a state of repair.^' The conten- 
tion of the Government in that case was that this act impliedly recog- 
nized the distinction so prevalent among railroad experts and account- 
ants, of expenses which should be charged to operation and other ex- 
penses which ought properly to be charged to construction ; and there- 
fore the making of a new station or the sinking of a new well, or the 
like, would be a construction as distinguished from an operating ex- 
pense. Hence we were all wrong. 

We contended, in the first place, that the line which divided operating 
expenses from construction expenses was vague and indefinite, and that 
this act intended to ignore that, and to allow us to deduct from gross 
earnings any sum which we actually paid out of earnings within the 
year necessary to enable the company to maintain the physical con- 
dition of the road and enable it to accommodate its traffic. 

Q. Even if that involved the construction of sidetracks and new 
buildings, station-houses, wells, &c. ?— A. Certainly, and the court sus- 
tained us (20 Court of Claims, Rep., 102.) Therefore, you see that we 
were justified in not meeting these demands of the Commissioner of 
Railroads every 1st day of February, because, if we had paid them or 
met them as he made the demand, we would have paid between 1879, 
when the Tliurman act went into effect, and 1882, when this adjudica- 
tion was made, $800,000 more than the court said we were legally bound 
to pay. And yet, because we did not do it, we were subjected to criti- 
cism in every session of Congress. TUat is the practical lesson, I think, 
you will derive from that. 

ALL QUESTIONS ADJUDICATED DOWN TO DECEMBER 31, 1882. 

The whole account, therefore, down to the 31st day of December, 
1882, was adjusted, and it is, as you lawyers would call it, between the 
company and Government, res adjudicata. I see there is a direction here, 
in this act under which you meet, to look into the question whether 
there had not been arrears or mistakes in the account. We have no 
objection to that. We do not think there have been any. And if there 
have been, we do not stand on the conclusiveness of that judgment if it 
is not conclusive as against the United States ; that is, f suppose the 
company would not. That litigation was well fought.' The Govern- 
ment was represen^^ed by a very able attorney, a gentleman who im- 
pressed me professionally with his ability and his ^eal. 

Commissioner Anderson. Give us a precise reference to the record 
of the case which, in your judginent, adjudicated fill questions up to 
the Slst of December, 1882. . - 
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The Witness. I refer you to the i)leadings in the Court of Claims 
jafle. (20 Court of Claims, Rep., p. 102; same case on appeal in Supreme 
Jourt, 116 U. S.,402; 117 U. S., 355.) 

Commissioner Littler. The ease was affirmed by the Supreme Court, 
Eis I understand it. 

The Witness. Yes, sir; there were three of those cases in the Court 
of Claims, I^ob. 11,901, 12,515, and 14,389. (20 Court of Claims, p. 102.) 

Commissioner Littler. Those cases were consolidated and argued 
together in the Supreme Court? 

The Witness. Yes, sir. 

Commissioner Littler. And there was one opinion t 

The Witness. One opinion and one judgment. 

Commissioner Anderson. Can you give us a reference to the decis- 
ion of the Supreme Court H 

The Witness. Yes, sir. (117 U. S., p. 355.) The court found in that 
case that the claimant, the Union Pacific Railroad Company, was en- 
titled in the aggregate in respect of all its claims, including the Denver 
^Pacific and Kansas Pacific, for the period in suit ending December 31, 
1882, to $2,910,124.08. That the Government on its counter-claim, wliich 
embraced 5 per cent, net earnings of the Union Pacific from November 
6, 1875, to Kovember 5, 187G, and from November 6, 1870, to November 
5, 1877, and from November 6, 1877, to June 30, 1878 (that was when 
the Thurman act went into effect), and 5 per cent, of the net earnings 
of the aided portion of the Kansas Pacific, from November, 1868, to 
December 31, 1882, and cash payments due on the Union Pacific (the 
Thurman act only applying to that) from July 1, 1878 (that is when ittook 
eflfect), down to December 31, 1878, and for the years 1879, 1880, 1881, 
and 1882, to the sum of $4,487,807.39. 

THE JUDGMENT PAID PROMPTLY. 

Judgment was entered as follows: "The defendants^ — that is, the 
Grovernment — "are entitled to judgment for the difference, amounting' 
to $1,577,683.31,'' which judgment — I want to i)ut it on this record as 
evidence of the good failh of this company — was paid as soon as it was 
signedj reserving simply the right that that payment should not preju- 
dice the company's proposed appeal. 

Commissioner Anderson. That is not quite accurate. 

The Witness. Why is it not ? 

Commissioner Anderson. Because there was a further accounting 
with the Kailroad Commissioner, and the amount ascertained was sub- 
stantially, in pursuanceofthat settlement, $016,000 instead of $1,500,000. 

The Witness. It only increases the equity of this company. 

Commissioner Anderson. You paid it on the 10th of April, 1885 ? 

Commissioner Littler. You paid a part of it into the sinking fund I 

The Witness. I want to put it on the record, that just as soon as 
the Commissioner would tell us what we owed, we paid it. We paid of 
that sum over $900,000 in cash. The balance, making up this million 
and a half, was money which the Government had had in its hands for 
an indefinite time arising out of the transportation over the non-aided 
portion of the road and the branches, which they had kept by force. 
The equity of the company is just as strong as, if not stronger than, if 
they bad paid the whole amount in cash. 

Commissioner Littler. Do you understand that the bill of particu- 
lars filed by the company against the Government in this suit you have 
\)em commenting upon included all tl^e claims you had against the 

63 p» ■"■ 
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Government for transportation on the non-aided portions of your road, 
including all its branch lines, np to that time I 

The Witness. No; that claim is limited to the Union Pacific Bailway 
Company. The bill of i)articalars of the claims sued on show that the 
claims sued on were for services rendered by the consolidated compaDy^ 
to wit, the old Union Pacific, the Kansas Pacific, and the Denver Pacific 
The Union Pacific could not sue the Government on the other claims, 
in favor of the branch lines, for the reason that if there had been a 
regular assignment of these claims to the Union Pacific, there is a 
statute of the United States which forbids any assignee of a claim against 
the Government from suing the Government upon it. So that this 
suit did not involve at all the amounts due for branch-line service, or 
for any service, except services on the consolidated railway. 

Commissioner Littler. Then you still have such a claim? 

Commissioner Anderson, ^o ; that is what reduced the million and 
a half to $900,000. 

The Witness. They owed us on account of branch-line service", in * 
round numbers, enough, with the $900,000 which we paid in cash, to 
make the payment of this judgment a payment in full to December 31, 
1882. 

Commissioner Littler. Then the payment of the judgment in full, 
in the manner which you have described the payment, canceled all 
your claims against the United States up to that time for all services, 
both on the consolidated line and on all its branches. 

The Witness. I so understand it, distinctly. That is the way 1 un- 
derstand it. 

Commissioner Anderson. Welcome the day, December 31, 1882. 
We have one reckoning point. I am obliged to you for discovering 
that day, Mr. Littler. 

Commissioner Littler. We have made the landing on that. 

The Witness. We have another dispute, and I suppose it is em- 
braced within the scope of your inquiry. I do not know why it is not. 
It is this never-ending question of net earnings. 

Commissioner Littler. You have said all you desire to in regard 
to the Government case? 

The Witness. Yes^ sir ; I think so, unless you want to ask some 
question. 

PENDING issues BETWEEN UNIOll PACIFIC AND THE GOVERNMENT. 

By Commissioner Anderson : 

Q. Will you please state, in a short form, the different questions on 
which there is now an issue between the J&overnment and the Union 
Pacific Railway system ? — A. We claim still that for mail services ren- 
dered since December 31, 1882, we are entitled to the contract rate, and 
that the amount allowed by the Department is inadequate and unjustly 
small ; but we have no suit involving that issue. The only suit that 
occurs to me as now pending between the Government and the co^mpany, 
growing out of existing legislation, is one now pending in the Court 
of Claims in respect of the Omaha Bridge^ and our relations to the PuU- 
man Palace Car Company. 

the OMAHA BRIDGE. 

The dispute in relation to the bridge is this: It is twofold. The 
first is, whether the bridge is a part of the subsidized line of road. The 
§ecoud iSj if it is^ then the disallowai^ce by tl^e Governnient of (il^e pep- 
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essary expenses which we incurred in enlarging and putting it in a 
state of repair and safety, was erroneous. It is, comparatively, as I 
understand, a matter of indifference to the company, under its view of 
the act, whether or not the bridge is subject to the Thurman act in re- 
spect to net earnings. 

The facts about that bridge are these, as I understand them : The 
bridge and its approaches are 3^^^ miles long. The bridge was com- 
menced, as the proofs show, in 1869. All that was gone into in the 
case in the Court of Claims, and also in the case of Hall vs. The Union 
Pacific, known as the Terminus case. It proved to be a very expensive 
thing to bridge the Missouri Eiver. They had to go a very great 
depth, not only below the water, to the bed ; but the bed itself was 
mud that had been deposited there for ages, and they had to go a 
great depth to find a rock fbundation for the piers. It proved to be a 
very expensive undertaking. That matter was referred to Congress, 
and on the 3d of March, 1871, they passed what is known as the Omaha 
bridge act, authorizing the company to build a combined railroad and 
ordinary travel bridge, and to issue two millions and a half of dollars in 
bonds. Note the date: 1871. Tliis road had been completed in 1869. 
^The act authorized President Lincoln to fix the initial point of the road 
on the Iowa shore. 

By Commissioner Anderson : 

Q. By the act of 1862 ?— ■ A. That was by the act of 1862. Mr. Lin- 
coln fixed it, and that is a matter of record. It was at a point on the 
Iowa shore some distance above the location of the present bridge. 
The road was commenced to be constructed from the Omaha side of 
the river westward, and it was accepted on that construction clear 
through to Ogden, and subsidy bonds were drawn, the last subsidy 
bonds being drawn in 1869. Therefore the subsidy account between 
the company and the Government was closed in 1869. 

By Commissioner Littler : 

Q. In other words, you had spent all your money before you got to 
the bridge? — ^A. Yes, sir, before we built the bridge. We never drew 
any money in respect of mileage from the Iowa shore. Do you under- 
stand that? That is a point. Then came the bridge act. This was 
after this road was completed and the subsidy bonds all issued. In 
this act the Congress of the United States says to this company: For 
the more perfect connection with the roads on the Iowa shore — that 
is, for the public good — you may build this bridge. That was a mere 
gratuitous grant of authority, as the Supreme Court held we had the 
power under the acts of 1862 and 1864. And you may, said Congress 
in 1871, for that purpose issue $2,500,000 of your bonds. They were 
accordingly issued. Now the question is, legally, did the Congress of 
the United States perpetrate a practical fraud on the public, or pro- 
vide for the issue of an illusory security by saying, Yes, you may issue 
these bonds for the purpose of selling them in the market, and getting 
investor's money, to the end that you may build the bridge ; but they 
are subject to the $27,000,000 and accumulated interest which this 
Government has on the road of your company ? If that is the true view, 
then this bridge is subsidized, and the Government is entitled to 25 
per cent, of its net earnings. That is the way it strikes me. 

DOES THE GOVEBNMENT LIEN INCLUDE THE OMAHA BRIDGE? 

Q. Do you understand the lien of the Government for the $27,000,000 
extends to and includes the Omaha bridge? — A. If it does not, then 
the Government is not entitled to 25 per cent, of its net earning^^^* 
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By Commissioner Anderson: 

.Q. Might it not be iu equity subordinated to the $2,000,000 which 
were issued by its authority, and yet, as against the company^ be en- 
titled to a lien? — A. If that is the view — that the Governmeut had 
a second lieu — then the difficulty is that the Supremia Conrt of the 
United States has decided in the Net Earnings cases, 99 U. S., 402, 
U. P. case, but particularly iu the K. P. case, 09 U. S., 455, and more 
notably in the Denver Pacific case, 99 U. S., 460, that the lien of 
the Government was strictly limited to those portions of the road in 
respect of which — or, in the language of the act and of the Sopreme 
Court, iu consideration of which — the subsidy bonds were issued. Hence, 
the Government has no lien on the Kansas Pacific beyond the 394th 
mile. Hence, it has no lien whatever on the Denver Pacific. Hence, 
the Government, on the Kansas Pacific, is only entitled to 5 percent 
net earnings on the 394 miles. Inasmuch, therefore, as in respect of 
the 3.97 miles, the length of the present bridge and its approaches, the 
Government never issued any bonds whatever, the analogy of this de- 
cision, if not its indubitable legal effect, is, that the Government has no 
lien on this 3.97 miles. That is another answer to your suggestion. I 
am giving no definite opinion about that ; it would not have any weight • 
if I did. If, however, that view is right, then the Government is not 
entitled to call on this company for 25 per cent, or 5 per cent, or any 
other part of its net earnings on the bridge. That is one dispute. It is 
only one of an indeterminate and interminable number of disputes that 
will always exist, since it is not within the wit of man to devise an act 
to prevent, as long as you keep on foot a scheme which requires you 
or requires the Government to have an account of the net earnings each 
year. That is not all this dispute. There is another phase of it. 

The other phase is this: That bridge was built in 1871. It was 
finished, say, about 1872. The world does not stand still. At that 
time — I cannot give your figures — the tonnage was comparatively small 
In 1871, 1 will venture to say, Nebraska had hot 150,000 people. There 
are more people in this city of Boston to-day than there were in 1871, 
probably, in the State of Nebraska, in the Territory of Wyoming, and 
in all the region between the Missouri River and Ogden. Very well. 
The locomotives were light, the tonnage was light, and the bridge at 
that time was adequate to all the wants of the road and all the wants 
of the public. Now we are using locomotives that weigh — well, you 
will see a picture of one of them there on tbe wall. It is colossal in its 
proportions. It is in the interest of cheaper transportation. The com- 
pany is availing itself of the experience by which the price of trans- 
portation has been reduced ten-lbld almost since it was organized. We 
find that that bridge, to be safe — absolutely safe — and to meet this 
changed condition of affairs, has to be substantially rebuilt. The com- 
pany is doing it in good faith, and as cheaply as it can. 

By Commissioner Littler : 

Q. You are doing it now? — A. Yes, sir; we are doings it now. And 
when the Government made up its account against us, and did not al- 
low us anything for expenditures made in making this bridge safe and 
adequate, which I say is the same question which the Supreme Court de- 
cided, in principle, in the case which we have just got through with 

By Commissioner Anderson : 

Q. (Interposing.) You mean the new construction case? — A. Yes, sir j 
that is, the dispute about the bridge. 
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THE PULLMAN CAE INTEREST. 

The Other dispute is somewhat like unto it. We had a contract for a 
great many years between the Pullman Company and ourselves in re- 
gard to passenger transportation on the Union Pacific road. Origi- 
nally the contract was, 1 think (such as Pullman has with many roads), 
that he should supply the cars and the equipment of the cars ; that we 
should keep them in order; that he should have all extra tolls paid by 
the passengers for the sleeping-car accommo<lation8, and that we simply 
receive the ordinary fare. As you will see, when you come to go over 
the road there, a journey that contem[)lates four or five days more or 
less — ^for a great part of the traffic is overland — that is a very important 
thing T know i said once or twice to the president of the company 
when we were having our disputes with Pullman, ''Why do you not 
shake him off*!" He said, '' Well, you do not know as much about this 
a:^ 1 do. Pullman's cars have a great reputation." They are on the 
Northern Pacific \}ue.^ are they not f 

Mr. Mink. Yes, sir; I think so. 

The Witness. "They are on the lines of our rivals, and it will not do 
for us, as a business matter, if we can avoid it, to allow our rivals to run 
cars with the reputation of Pullman's cars, and we have our own or 
some other companies' cars." The result was, and I think you will find 
it in the report, that our arrangement with Pullman was criticised by 
men that did not know as much about it as we did. Finally, we did 
this: We bought a three-fourths interest of Mr. Pullman in every car — 
all the Pullman plant — on our road, and gave him our notes for it (which 
we afterwards paid), so that we share in all the proceeds of that ar- 
rangement In the proportion of three-fourths to one fourth. This has 
turned out to be a very advantageous arrangement for the company, as 
1 understand. The figures will show you whether that understanding 
is correct or not, but I think there is no doubt about that. 

Now, the other existing dispute between the company and the Gov- 
ernment is this : The Government says, ''You have got to account to us 
for 25 per cent, of the net earnings of the Pullman cars." 1 think there 
was some suggestion at one time by the company that the Pullman 
earnings were no part of the earnings of the company. I do not believe 
there is any such thing as that. I think we are bound to account for 
this, and I do not think the company seriously denies it. But we say 
that we have a right to deduct the original cost of this plant, paid to Pull 
man from our gross earnings, before we are to acciount for 25 per cent. 
of net earnings ; and, strange as it may seem, the Government contests 
that point. That is to say, they say, " You must account for the 25 per 
cent, of all your net earnings from the Pullman cars, but we will not al- 
low you to deduct from your gross earnings what you paid Pullman in 
order to get the plant that yields the earnings," notwithstanding the 
Supreme Court and the Court of Claims have decided that for ordinary 
equipment — for that is one of the issues in the cases — we can deduct the 
cost of the equipment. 

By Commissioner Anderson : 

Q. Was it paid for by an issue of bonds or securities ?— A. jS^o, sir ; 
it was paid out of earnings. 

By Commissioner Littler : 

Q. Has the Government a second lien on it? — A. Certainly; your lien 
extends to the Pullman cars, or to our interest in them, undoubtedly. 
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THE POWER TO CONSOLIDATE. 

A few words as to the power to consolidate : 

The consolidation was made chiefly under the 16th section of the act 
of 1864, and, among other litigations, you will find that this act has been 
thus construed by the Supreme Court of the United States in the quo 
warranto case brought by the State of Kansas; that this act would 
authorize the consolidation, irrespective of the legislation of Kansas. 

Q. Let me see if I understand that suit. That was a suitbroaghtby 
the attorney-general of the State of Kansas, was it not ? — A. Yes, sir. 

Q. To inquire into the right of this Kansas Pacific Bail way to con- 
solidate with somebody else? — A. That is correct. 

Q. The result of that was that in the court below they were defeated 
and they appealed to the Supreme Court of the United States!— A. 
Ko 5 that is not quite right. 

V 

THE SUITS BROUGHT BY THE STATE OF KANSAS. 

Q. Will you let us have that just as it was ? — A. The legislature of 
the State of Kansas, about five years after the consolidation, passed a 
resolution directing the attorney-general of the State to bring an action 
of quo warranto against the Union Pacific liailroad Company, and 
against the directors, based on the idea that the Kansas Pacific was 
chartered as a State corporation, or, rather, as Territorial corporation. 

Commissioner Littler. Yes, and could not be merged. 

The Witness. And that it could not be merged or lose its autonomy 
or identity by virtue of anything it might do without the consent of its 
creator — the State of Kansas. Two suits were brought, one against the 
Union Pacific Eailway, to know by what authority it operated the Kan- 
sas Pacific, and one against the directors of the Union Pacific, to know 
by what authority they exercised their powers to manage the Kansas 
Pacific. Those suits were brought in the supreme court of the State of 
Kansas. 1 prepared a petition to remove the causes to the Federal 
court, on the ground, chiefly, that the company had a defense arising 
under the law of the United States, and the supreme court of the State, 
I believe, made no order, but they approved our bond. We filed the 
record in the Federal court ; whereupon the attorney-general of the State 
moved to remand it to the State court, and Judge McCrary, the circuit 
judge, and the district judge sitting together, sustained it, and made an 
order remanding the cause to the State court. The act of 1875 gives an 
appeal or writ of error in such case to the Supreme Court of the Uiiited 
States, which we promptly took. The case was very largely argued— 
and was a very interesting case — in the Supreme Court, and they re- 
versed that order to remand. (Ill U. S., 449.) 

Q. That was all there was in that case ? — A. That was all there was 
in that case. But they decided that i)oint, evidently, like the Supreme 
Court often does, giving fully its reasons so as to prevent litigation in 
the future. You will see, when you read the opinion of the Chief Justice 
in that case (111 U. S., pp. 449, 462), that he says that the act of Congress 
gave the right to consolidate, and therefore this is a case arising under 
the laws of the United States, their contention being that Congress 
could not give the right in respect of a State corporation. There was a 
great deal more about it than this. 1 showed in the argument that the 
Kansas legislature had asked that this very thing should be done; but 

^ court do not refer to that, I believe, in their opinion. 
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Commissioner Anderson. Ton were explaining tho validity of the 
Isstief 

The Witness. I was switched off the track there by the question put 
to me by one of the commissioners. This 16th section of the act of 
1864, a similar but not quite as broad a provision being in the 16th sec- 
tion of the act of 1862j provides—* 

ACT OF 1864, SECTION 16. 

That any two or more of the companies authorized to participate in the benefits 
of this act are hereby authorized at any time to unite and consolidate their organizations, 
as the same may or shaU be, upon sach terms and conditions and in such manner 
as they may agree upon, and as shall not be incompatible with this act or the laws 
of the State or States in which the road of such companies may be, and to assume 
or adopt such corporate name and style as they may agree upon [hence our change 
of name from railroad to railway], with a capital stock not to exceed the actnal 
cost of the road so to be consolidated, and shall file a copy of such consolidation in 
the Department of the Interior. 

INCREASE IN KANSAS PACIFIC STOCK. 

The Kansas Pacific had a stock capital of only $10,000,000. The re- 
port of the Commissioner of Eailroads shows that it cost $30,000,000, 
or in that neighborhood. Hence the authority distinctly conferred by 
this act to increase the capital, a right reserved in the very articles of 
consolidation, as you may recollect, to any amount "not exceeding,'Mn 
the language of this act, "the actual cost- of the roads to be consoli- 
dated.'' That stock was issued for cash pay. It was paid in cash. The 
auditor of railroads was notified. His answer was received that, under 
the circumstances and for the purposes for which that capital was pro- 
posed to be issued, "this office sees no objection to it.'' That is all I 
want to say on that. 

Commissioner Anderson. Were $10,000,000 actually received for it? 

Mr. Mink. Nearly — within a few hundred dollars. I have a full ac- 
count. 

The Witness. I want to say one other word. You will see — I do not 
know whether you consider that you have the question of the legal 
power to consolidate referred to you or not? 

Commissioner Littleb. Not necessarily, I presume. 

Commissioner Andebson. Only to report the facts. 

MANNEB OP CONSOLIDATION DEFINED. 

The Witness. You will see that this act of Congress says they may 
consolidate " upon such terms and conditions and in such manner as they 
may agree upon, and as shall not' be incompatible with this act or the 
laws of the State or States in which the roads of such companies may 
be." You will find that we not only complied with the provisions of this 
act, but we held consolidated meetings in Nebraska and Colorado and 
Kansas and assimilated the proceedings in those States to proceedings 
in like cases under consolidations made by State corporations under 
their laws. 

By Commissioner Anderson : 

Q. What other issues are there between the railroad and the Govern- 
ment f — ^A. I see some question made here in this act creating this Com- 
mission, as to our power to issue the collateral trust mortgages and 
guarantees. Counsel have written an opinion on that subject, which is 
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already before yoa, and I do not care to restate the ar^ment. nnksfi 
you desire it. 

Commissiofler Anderson. We only want our attention called to tiie 
disputes. 

POWER OF COMPANY TO CREATE DEBTS. 

The Witness. You will notice that in the act of 1873 there is no hm- 
itation on the power of the company to create debts. The only limita- 
tion is, You shall not make any mortgage or pledge on your property 
or earnings without the consent of Congress. That provision we have 
never violated ; for in the contract by which we guarantee the Oregon 
short-line bonds, and in the contract by which we guarantee the Saint 
Joseph bonds, we put an express clause, which you will find there, that 
nothing in this contract shall be construed as being any mortgage or 
pledge of the earnings or property of this company. Every lawyer 
knows, I take it, that a mere personal guarantee would not, in law, 
amount to a mortgage or pledge of the earnings or property of the com- 
pany. But there seems to be a sort of popular impression that every 
time we have done that we have violated an act of Congress — a view 
which no lawyer entertains. 

Commissioner Littler. Where is the precise form of that guaranteeT 
I suppose the guarantee is stamped on each of those bonds. 

FORM ,0F GUARANTEE OF INTEREST ON OREGON SHORT LINE BONDS. 

The Witness. Yes, sir. The guarantee of interest by the Union Pa- 
cific Eailway Company of the Oregon Short Line bonds is in the follow- 
ing form, stamped on each bond, to wit: 

The Oregon Short Line Company, the obligor herein, having guaranteed to the Union 
Pacific Railway Company certain perpetual rights, privileges, and easements, and hav- 
ing also entered into a perpetual agreement with it for the interchange of bnsiness, 
dated the 12th day of January, A. D. 1882, and the Union Pacific Bailway Company, in 
consideration thereof, having agreed, as therein provided, to such division of joint 
earnings as shall be sufficient, with the other net earnings of the Oregon Short Line 
Railway Company, to provide for the payment of the interest as it becomes due on 
this series of bonds. 

Now, in consideration thereof, and of one dollar to it in hand paid by the said obli- 
gor, the Union Pacific Railway Company hereby guarantees for the bolder thereof, 
for the time being, that the obligor herein will pay each of the coupons attached to 
these bonds when it falls-due. 

In witness whereof, &c. 

That is signed by the Union Pacific Eailway Company. It is not a 
guarantee of the principal, but of the interest. 

Commissioner Anderson. The point is that it does not purport to 
pledge or guarantee either the property or the future earnings. 

The Witness. Kot at all ; but such guarantee is expressly excluded 
by the terms of the contract referred to by the indorsement on the 
bonds. The contract itself distinctly provides that it shall not be con- 
strued as pledging the earnings, or creating any lien on the property of 
the company. 

By Commissioner Littlee : 

Q. Is that contract on record anywhere? — A. It is referred to in the 
guarantee, and hence everybody is bound to notice it. It has been re- 
ported to the Department of the Interior and is there. It is the same 
as to the Saint Joe guarantee. The contract itself says that if we ever 
lose possession of these roads our guarantee ceases. So that if any- 
body gets the road out of our possession we are not any longer bound 
by our guarantee. 
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Commissioner Littler. Is that all you wanted to say ? 

The Witness. That is all I think of; 1 have some general notions, 
as the result of my general experience in undertaking to conduct the 
legal aftairs of the company, as to the Government with reference to 
the ad[justment of relations, but I do not know that a lawyer's opinion 
is worth much. 

Commissioner Littler. Suppose you make any suggestion that may 
occur to you. 

PLAN OF settlement. 

The Witness. I will make it very briefly. It seems to me that it 
is desirable, both for the Government and the company, which* have, 
after all, a common interest, that, whatever may be done, it is wise 
to avoid, if you can, perpetuating any relation that requires an ac- 
count of net earnings to be kept. If that were not so intrinsically 
difficult, it might perhaps be fairer, in the long run, than to have a 
fixed sum ; since it makes the ability of the company to pay in any 
year to be measured by its success in that year. But, on the other 
hand, the difficulties of such an arrangement are so numerous as to 
overcome any advantages it may have in that respect. As I said be- 
fore, and as the long history I have given tends to illustrate and em- 
phasize, it is not witbin the wit of man to avoid these disputes if you 
have a state of affairs existing which requires an examination every 
year as to net earnings. If you undertake to go into great detail and 
to enumerate everything, then you run against the difficulty which a 
legislature would have in trying to make a code or a system of statu- 
tory law to meet every possible case that might arise. If you deal in 
general terms, then you have differences of opinion, and as the opposite 
parties in the controversies the Government, with no power to com- 
promise. Hence there is inevitably a lawsuit. Every difference of 
opinion eventuates, of necessity, in a lawsuit. The Secretary of the 
Interior will say, "I cannot sit down with you as two men might do, and 
say *thi8 trivial matter is not worth a dispute and we will settle it.'" He 
cannot do it. If you have an account of a million dollars and you have 
a dispute as to ten dollars the whole thing is tied up, unless the com- 
pany yields. The company cannot always yield. There is no one au- 
thorized to bind the Government. I do not make that as a complaint. 
It would be dangerous for the Government to invest its officers with 
any discretion. This difficulty is inevitable. That being the case, it is 
desirable, if you can, to substitute a fixed sum in the place of keeping 
an account. It would be more satisfactory for both parties. That is 
one suggestion I have to make. 

A national enterprise born of NA.TIONAL NECESSITY. 

Another suggestion is this : I love to picture a government as the 
highest embodiment of equity and justice. Tbe condition of affairs here 
between this company and the Government is extraordinary, and, in 
some respects, anomalous. If you turn to the judgment of the Su- 
preme Court of the United States in the "Interest Case,'' delivered by 
Mr. Justice Davis, you will see graphically portrayed the condition of 
arffuirs which the older among us recollect very well, especially those 
who, like some of us, lived in the West, which existed in 1862, when 
this legislation originated. I will not go over it, except so far as it bears 
on an equitable adjustment here ; but it has a very great bearing in 
some respects. The courts say in that case, and they only affirm history 
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in sayiug it, tbat this was a groat national enterprise originating in 
national necessity. The War of the Eebellion was flagrant then. We 
dreaded, night and day, foreign interference. It was a dread not with- 
out its foundation. Our Pacific coast possessions, a part of them ac- 
quired by Mr. Jefferson and a part of them acquired as the result of the 
war with Mexico, were in peril. Deserts and mountains intervened be- 
tween the settled portions of this country and the Pacific coast, and all 
parties, with one voice and one acclaim, said, " We must have a road to 
the Pacific." In the State of Iowa to-day, with a population of two 
millions of people, or nearly that, no road had penetrated farther from 
the Mississippi than, I think, about 50 or 75 miles. In the great State 
of Missouri, with all the aid which the State of Missouri had been able 
to give to the Missouri Pacific — and it amounted to millions — I think it 
was not beyond Sedalia at the time of the rebellion. There was but one 
road, as I recollect it, to the Missouri Eiver, and that was the Hanni- 
bal and Saint Joseph. If you have the report of the debates which are 
published in this form under the act of 1862, you will be very much in- 
structed by recurring to them. Why, this whole country at that time 
was an unexplored wilderness. The lands were not surveyed, except for 
a little way. 

Commissioner Littler. The lands of Kansas and Nebraska were, I 
think. 

The Witness. A little ways. 

Commissioner Littler. The homestead of Kansas, I think, was sur- 
veyed at that time. 

the initial difficulties. 

The Witness. I doubt it; it may be, but not so with Nebraska. 
Hence, when Congress came to fix the initial point of this road, they 
could not do it except in the most general language. Now comes in a 
great equity. The Government said at first we will take a first lien ; we 
will give you so many bonds, and we will give you so much land ; that 
is the act of 1862. Capital would not build the road. They had to en- 
large the grant of lands. I think it was doubled, and they subordinated 
their lien to the first mortgage, and then, for the first time, they got 
capital ready to venture. It looks like a simple thing now, but some of 
the ablest men in Congress said ^'You will never succeed; you cannot 
build the road ; you cannot operate it over those mountains ; it will be 
snowed under in the winter; they are inaccessible;" and they voted 
against the project on that ground, as impracticable. It was agreed 
finally that the Government would make these advances on a second 
mortgage. It was agreed that the interest was not to become due or 
payable, neither due nor payable, until the principal should become dne. 
It was agreed that the only sinking fund, or anything in the natare of 
a sinking fund, which was required to meet this interest was 6 per cent, 
of the net earnings, and originally the Government said ^' all of our traos- 
portation,'' but finally they said " halfJ^ I will concede that.it was sup- 
posed at that time that it would be much greater than it has proved to 
be, because if you will look at what it cost the Government to trans- 
I)ort their mails and to transport their munitions of war, and, suppos- 
ing that the railroad service would have any sort of approach in amonnt 
to what the Government had to pay^ one-half the transportation and 
5 per cent, of the net earnings of this road would have kept down the 
interest. But the result was that when you got this road through there 
the amount for mail transportation, certainly on the basis on which it 
was finally settled^ came to a comparatively small sum. Somebody heio 
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-will give yon the figures. The large expense which the War Depart- 
ment had been compelled to incur year after year, almost constantly, 
in order to fight the Indians, was, by the beneficent effect of building 
this road, entirely removed. Hence, this road, as the very result of its 
cousti*nction, has removed the necessity of any Government transpor- 
tation. Hence, the amount does not equal the annual accumulations of 
interest. But that is the contract. In one respect it has perliaps been 
unfortunate for the company that tliis contract was made in this form. 
But the point I want to emphasize is this : The Government says : 

We will advance you this money, and you need* not pay the interest until the princi- 
pal is due, and in the way of a sinking fund you shall only be required to pay 5 per cent. 
of your net earnings and one-half of the Government transportation. 

That was the contract clearly. The iron for this road had to be got 
over the Missouri, and had to be taken up by steamboats and trans- 
ported and transferred, and it cost $150 a ton. Ties cost two or three 
dollars apiece. There was not any timber in this region. 

THE "paper cost" OF THE KOAD. 

Commissioner Anderson. You do not deny that the paper cost of 
this road was at least twice its actual cost "? 

The Witness. The Wilson committee made a report on that. 

Commissioner Anderson. So has Mr. Adams. 

The Witness. That may be. 

Commissioner Anderson. That is where the whole trouble came in. 

The Witness. Is there a road in the United States that has any dif- 
ferent record ? 

Commissioner Anderson. But they all get into trouble when they 
do that. 

The Witness, l^o, sir. 

Commissioner Littler. Con fine yourself to the suggestions and please 
go on. 

The Witness. I am coming to that. Now, it necessarily cost what a 
road would cost to be built when gold was at a large premium and 
wages were high. Scores of men were killed by hostile Indians during 
the progress of building this road. It was necessarily capitalized at 
enormous cost, to say nothing about paper cost. Now, in order to get 
this road — for, as the Supreme Court says, this act of Congress is in the 
nature of a proposal to capitalists to come in and advance their capi- 
tal — the Government agreed to pay for it and agreed that it should cost 
this sum and to take their pay in this way. They could not foresee that 
within the thirty years when this debt would fall due you could get steel 
rails, which will last four times as long as the iron rails, for one-quarter 
the cost of the iron rails that went into this road. Congress did not 
believe, as you will see by the debates, that there would ever be any 
other road. The only speeches made in favor of this road were to this 
effect by the sanguine men : This road will carry the silks and teas of 
China and the Orient. But no man, no American statesman, foresaw 
that what he supposed was the great American desert, as well as these 
mountains, would yield a local business. That never was pictured, 
never thought of. Hence, you see no provision in this charter lor build* 
ing branches. They were glad enough to get a main line. They did not 
make any other provisions. 

When a government of Europe puts its money into a road it says: 
"No other road shall come within so many miles of it," and protects it. 
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"We are handicapped. We have no express charter or power to build 
branches and to protect ourselves, no power to issue stock, no power 
to take a lease, yet our rivals can go in there, with all the elastic and 
plenary power conferred by the States, and build right alongside of us 
at a cost of fifteen or twenty thousand dollars a mile. And they do it, 

THE PRESENT SITUATION A LEGITIMATE OUTGROWTH. 

I say that the existing condition of things, the size of this debt, and 
everything has legitimately grown out of this legislation, and the 
Government must do just as Mr. Spaulding said this morning: Instead 
of seeking to cripple its debtor, it must support and sustain him. It 
has'^ common interest with him. If you will allow me to say it, if I 
were the Government, or if any private individual had the Govern- 
ment's power and the Government's interest in this matter, the Govern- 
ment need never lose a dollar of its debt. On the other hand, witb 
hostile legislation handicapping this company, its rivals being free, 
there might be danger. This company could be crowded to the wall, so 
that the future of the company depends upon the character of legisla- 
tion. In many instances in the last six or seven years there have oeen 
railroad companies which have had debts falling due in large amounts- 
millions of dollars. The companies do not pay, except by way of re- 
newal. Congress must have intended that this debt should be renewed. 
Here were $27,000,000 and accumulated interest, it might be, and there 
was no provision for a sinking fund, you see, to wipe out the principal. 
What did they mean ? They meant either we will renew it or we will 
deal with it when we have to. That is all. They must have intended 
that the debt should be renewed. 

All I have to suggest, in addition to what I have said, is this : Make 
provision for an extension and renewal of this debt, or of such portion 
of it as you can see the company will not be able to pay when it is due. 
Mr. Spaulding made a most sensible observation when he said : Yon 
should see not how much you can get out of the company, because it 
may have hard years, you may have revulsions, and you may have 
periods of depression for five or ten years ; but how much can the com- 
pany surely pay each year and live ? How much can It certainly pay ! 

Commissioner Littler. Pay it in gross? 

The Witness. Fix the amount. Do just as is arranged in any other 
railway mortgage. I have drawn scores of them. If you do not pay 
as agreed after the lapse of six months or a year, or on a certain de- 
mand, it will all fall due and be foreclosed. 

LET the company discharge ITS DEBT. 

Then comes another point. You want your money. Every creditor 
wants his money. This is a grand and noble property, and you will find 
it to be so. It is beyond all odds the best route to the Pacific. It 
is the Broadway to the Pacific. It is the natural way. A company 
owning this property will be stronger if its relations with the Govern- 
ment are defined and set on a basis that the public can see there is no 
danger of insolvency arising from the enormous amount that it owes 
to the Government in any one year; and the easier those terms are the 
stronger the credit of the company. That is plain. If the Government 
cannot foreclose on us, if we pay $500,000 every year, we are certainly 
stronger than if we have to pay $2,000,000, and the investment publio 
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knows it. Therefore the more secure those relations are the better the 
credit of the company. This extension oaght to be accompanied with 
a provision that whenever we pay so much money we may make a 
mortgage. The money we are to pay may be the x)resent worth of the 
Governmeirt debt, if you please, or whatever the sum may be; and it 
should be every cent the company is able to pay. I cannot state what 
that is; it may be the whole debt or less; but whenever the company 
is prepared to pay the present worth of that it may make a mortgage 
and pay the Government its whole debt. You ought rather to encourage 
the company to do it, and take the money. Then, when we come to an 
easy money market, such as we have had within the last five or six 
years, we can raise money at 4 per cent, or 5 per cent., and pay the Gov- 
ernment off. The problem is simple, to my miud, very simple, as to 
what ought to be done. I understand the Illinois Central is now liqui- 
dating a 7 per cent, loan with money negotiated at 3^. 

LET THE COMPANY HAVE ITS AUTONOMY. 

By Commissioner Littles : 

Q. Have you any suggestion to make as to legislation with reference 
to the increased powers as to the acquisition or construction of more 
branches ?— A. I see the difficulty. The power to build branches, like 
every other power, may be abused. At the same time to deny a power 
is to stifle a railroad. If you change the basis from net earnings to a 
fixed sum, with power to declare your debt due, if we do not pay as 
agreed, let the company have its autonomy and manage its own busi- 
ness in its own way. Then, if it makes a mistake it suffers for it. I 
should say this: That the IJnion Pacific, if it is to flourish, ought to 
have all the powers in the several States that its rivals have. That 
wonld be my general conclusion. Here is the Missouri, Kansas and 
Texas, that Commissioner Anderson knows about, for we have been 
fighting over it on different sides. Its consolidated mortgage is $40,- 
000,000 or $50,000,000. It owes as many dollars as the Union Pacific 
per mile, or with reference to the value of its property ; but its bond- 
holders do not come in and say, "We have got to have a representation 
on your directory 5 you have got to keep an account with us, and keep 
an account of every dollar you spend.'' They stand on their rights. 
They say, " We will stand on our rights. If you do not pay as agreed 
we will foreclose and take the property.'' The Government is not a 
creditor whose situation is different from every other mortgage creditor 
in the land. I mean railway-mortgage creditor. 

^. Assuming that some of these suggestions should be adopted by 
Congress, does it lie in the mouth of any of the lien-holders to object to 
such radical changes ? — A. There are no junior lien holders who can com- 
plain. It does not occur to me that they can complain. You can extend 
a first mortgage, but the second mortgage cannot complain of that. 
That, I think, is well settled law. They would have no ground to com- 
plain of an arrangement that reduced the amount of charges from what 
they were when they took their liens. 

JOHK F. DILLOK 

The Commission then adjourned to Wednesday, June 1, 1887, at IQ 

mm, 
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Equitable BurLDiNa, 
Boston^ Mdss.y Wednesday^ June 1, 1887. 

The Commission met pursuant to adjournment, all the Commissioners 
beiug present. 

EDWARD PORTER ALEXANDER, being duly sworn and exam- 
ined, testified as follows : 

By Commissioner Andeeson : 

Question. You have been a Government director of the Cfnion Pacific, 
I believe? — Answer. I was, from the summer of 1885 until February,! 
think, of this year. 

By Commissioner Littler : 

Q. Where do you reside ? — A. I reside in Savannah, Ga. I am presi- 
dent of the Central Railroad and Banking Company, of Georgia. 

By Commissioner Anderson : 

Q. How much attention have you given to the affairs of the com- 
pany? — A. I made three trips over the road during the time I was on 
the board, and I attended all of the meetings of the full board of directors, 
and most of the meetings of the executive committee. 

By Commissioner Littler : 

Q, What committees were you on ? — A. I was on the executive com- 
mittee. I do not remember that I was on any other. 

By Commissioner Anderson : 

Q. Have you been over the branch roads as well as the main line!— 
A. Not all of them. I have been over some of them. 

Q. Which ? — A. I have been over the road up to Georgetown (the 
Oregon Short Line) ; the road up to Butte City. 

Q. That is the Utah Northern, is it not? — A. The Utah Northern; 
and down to Salt Lake. 

Q. That is the Utah Southern ? — A. Yes, sir; and then from Denver 
up to Cheyenne. I was on one or two of those roads along there. 

Q. The Denver Pacific? — A. Yes, sir. 

Q. Have you been over the Colorado Central ? — A. I forget. 

Q. It is from Denver to Cheyenne, but a roundabout way ? — A. Yes, 
sir. 

Q. You have not been over the other route ? — A. I have been there 
twice, and I think once by each route. That is my recollection. 

Q. Have you been to Leadville? — A. No, sir. 

Q. What investigation have you made of the earning power of the 
Union Pacific Railway itself, I will ask you first ? — A. The investiga- 
tions that I made are given in the annual reports of the Government 
directors for the last two years. I cannot carry figures in my head. 

Q. I am only asking how far you personally have examined the ques- 
tion, and how far you have merely received the reports of the officers 
of the company. — A. Of course I have not looked at original papers 
and bills of lading; I have accepted the annual statements of the com- 
pany as representing the results of its operations. 

Q. And those you have examined with some care? — A. Yes, sir; 
quite fully, and studied them, to arrive at what you express, or what I 
would call, the earning power of the company. 1 made a very full and 
careful study of that^ and analyzed the condition of the loan upon th^ 
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company more fully than I have ever seen published before. It is in 
the first annual report which I made as chairman. 

Q. It is all reduced, if I remember right, to a mile unit ? — A. Yes, sir 5 
to a mile unit. 

By Commissioner Littler : 

Q. Where is that report ? — A. You have it; it is dated late in 1885, 
or early in 1886. 

Gommissioner Anderson. We have plenty of copies. 

The Witness. I had before the general imi^ression that the load upon 
the company was a very heavy one, something like $100,000 a mile, and 
I was quite surprised to find, when analyzed, and taking credit for its 
assets, what it really was, — a very small amount. 

By Gommissioner Anderson : 

Q. You refer us to your statements in the report of 1886 as contain- 
ing a complete and accurate statement? — A. Yes, sir; both reports, — 
1885 and 1886. The first is the fullest. 

RELATIONS. OF BRANCHES TO MAIN LINE. 

Q. Have you examined particularly the relations held by the branch 
lines to the financial affairs of the Union Pacific Bail way ? — A. Kot an 
exhaustive examination of each one, but an examination as to the re- 
sults of the whole, and have inquired into their relations, and the man- 
ner in which they were working, and as to how the earnings were di- 
vided. 

Q, When you say that you made an examination of the whole sys, 
tern of branch lines, do you mean an examination based upon gen- 
eral considerations relating to the advantages-of a branch-line system- 
or do you. mean an actual examination based upon the statements of 
the actual business done by those particular branch lines, and of the 
advantages of the haul of such business, to the parent line ? — A. I 
mean an examination as to the amount derived by the main stem from 
these lines as feeders. 

Q. When did you make that examination ? On what years was it 
based f — A. Both 1885 and 1886. 

Q. Did you reduce your conclusions to writing ? — A. Yes, sir ; I for- 
get exactly how fully, but I think both of those reports make reference 
to it, and give some condensed figures on the subject. 

Gommissioner Anderson. I would like to look at the report, to re- 
fresh my memory. 

Mr. John F. Dillon. I have not the Government directors' report 
of 1886. 

Gommissioner Littler. Is it in the annual report of the Union Pa- 
cific! 

The Witness. It is in the annual report of the Union Pacific. 

Mr. John F. Dillon. Here is one dated Boston, ITovember 22d, 
1886. 

net earnings from branch line system. 
The Witness [reading from the Beport of 1886] : 

The earnings of the system from traffic interchanged with its branch.line system 
have been kept for twelve months, and were in gross $5,220,938, or aboat 30 percent, 
of the total earnings of the parent company. 

AjB.this traffic is done at less average cost than its other business the net earnings^ 
^m iitffe e^timi^ted i|.t oyer f3^ 000^ 000, or 50 per cent, of the total net earnings^ 
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This is page 152 of the Report of 1886. You will see two or three lit- 
tle paragraphs of the report on it. 

Q. As to this sentence, '^ The earnings of the system from traffic in- 
terchanged with its branch-line system have been kept for twelve 
months.'' Was that conclusion reached by you from information which 
the officers gave you, or from an examination of any book f — ^A. From 
information gathered here. The records are here. Mr. Adams told me 
shortly after I came on the road that there had never been separate 
statistics made of the earnings of the main stem from the branch lines; 
that he was just having it done. 

Q. I ask you whether your conclusions, that the amount of these 
earnings were $5,220,938, were figures that you received from Mr. 
Adams, or that you took from a book ? — A. Those are figures that I re- 
ceived from the comptroller, Mr. Mink. 

Q. So that we cannot get any more force on the question of their ac- 
curacy by examining you than we could from Mr. Mink ?— ^A. Oh, no, 
sir. Of course those are all made up from the details of the ten thou- 
sand way-bills. 

Q. When you come to examine the principle by which they are made 
up, so as to see whether in very truth the existence of the branches 
are a benefit to the parent line, and, if so, of how much benefitj we 
want to know how closely the person making that statement bases it on 
a full appreciation and comprehension of the principle of division which 
has obtained in stating these accounts f — A. From my knowledge of 
the way in which railroad accounts are kept I feel entirely confident 
that that thing is correct to a cent, or else that the comptroller is not 
to be relied on to make a plain statement, for every way-bill that comes 
in representing a certain amount of freight, for instance, that has gone 
from Omaha, we would say, to Georgetown, will show the division of 
the total earnings between the main stem and the Georgetown branch. 
That is made up of the sum total of all divisions of the rate, and either 
it is correct to a cent, and that is the way the money was divided, or 
else the comptroller has deliberately made false reports. 

Q. That we do not assume. Your understanding is that this sum, as 
stated, and which is designated as ^^ traffic interchange," is the gross 
amount of traffic going in both directions, and parsing partly over the 
parent line and partly over one of the branch lines ? — A. Not the gross 
amount but the gross amount received by the main stem of freight that 
was exchanged. The earnings of the Georgetown branch, for instance, 
would not be in that. The statement is, " Earning of the system from 
traffic interchange with the branch lines.'^ " This is in addition to the 
net earnings of the branch lines themselves," which you see in a later 
paragraph. 

Q. I take your correction ; you are perfectly accurate ; the statement 
is that this sum of $5,220,938 represents the payment to the parent 
line ? — A. Yes, sir. 

Q. For its proportion of the interchanged businesSi and the inter- 
changed business refers to all the business which passes partly on the 
parent line and partly on the bran^.h line ? — A; Yes, sir ; both ways, 
I understand it. 

METHOD OF DIVISION BETWEEN BRANCHES AND MAIN LINK. 

Q. Do you understand in what manner the separation has been ef- 
fected in order to determine what proportion of this interchanged 
traffic belongs to the parent line, as being its sl^are of tl^e earnings H 
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A. The system adopted on the Union Pacific, which is a common one on 
all roads, is to give to the branch line a mileage, either actual or con- 
structive, depending upon the circumstances of the case. When that 
mileage is once determined on or arrived at, then there is a basis for di- 
viding the through freight. Suppose it was a thousand miles to George- 
town and 150 miles for the branch ; that 150 miles, either actual orcon- 
stmctive mileage, as the case might be, is agreed upon, and then, when 
fireight comes in, th^ comptroller will divide it. He will assign to the 
Greorgetown branch, we will say, -^f^^ and to the main stem Hso? mak- 
ing the total amount. 

Q, So that for the purpose of applying what is considered a just and 
proper division as between the parent stem and the branch, the mile- 
age of the parent stem is taken straight, the mileage of the branch is 
fixed by consent of the parties at a number in excess of the actual mile- 
age, and bearing the relation of IJ, IJ, or 2, or 2J to the actual mile- 
age, then the original straight mileage of the parent stem is added 
to the constructive mileage of the branch for the denominator, and 
the actual mileage of the parent stem is used as one numerator, and 
the constructive mileage of the branch line is used as the other nu- 
merator? — A. Yes, sir. 

Q, And these are the factors which are employed for tho freight that 
is to be divided? — A. Yes, sir; that is the common way among rail- 
roads that work together of dividing business and of putting in any- 
thing of that sort to save a separate tariff sheet with what we call *' ar- 
bitraries'' upon it. As an illustration of this sort of thing, a gentleman 
was stating to me yesterday the East Tennessee, Virginia and Georgia 
line receives its freight at Norfolk, and there is a transfer from boat to 
rail there. That transfer is put in as being 15 miles constructive mile- 
age. Now, as to any freight going, we will say, from New York to 
Lynchburg, Va., the water line has a constructive mileage of, say, 200 
miles. That is given to the carriage by water. It might be probably 
500 more or less, actual distance, but it would be called (as water car- 
riage is cheaper than the other) a constructive mileage to' two-fifths, or 
half. 

By Commissioner Littler : 

Q. Of the actual distance ? — A. Yes, sir; because that is water and 
is cheaper. Then comes the wharf and transfer, and that is put in as 
15 miles. 

Q As a matter of fact it may be a mile or less ? — A. Yes, sir ; or 
possibly a hundred yards. Then comes the actual rail mileage. 

PRINCIPLES OF CONSTRUCTIVE MILEAGE. 

By Commissioner Anderson : 

Q. In order to determine whether the application of this principle is 
a just one or not, what elem)ents should you consider in regard to the 
interest existing between the branch line and the parent line ? — A. In 
the first place I would consider the length of tjie branch line ; because 
a very short road cannot pro-rate strictly with a long road. As, for in- 
stance, two or three years ago, or a few years ago, I helped a railroad 
down in Georgia, or helped a town in Georgia, to build an 8-mile 
branch to strike the main line running from Augusta to Atlanta, at 
aboat 100 miles from Augusta. This little branch was 8 miles long. 
They wanted to make through rates for them, and they could not afford 
to, pro-rate on 8 miles. I put them in, I think it was, at 25 miles. This 

54 P B 



850 U. S. PACIFIC RAILWAY COMMISSION. 

saved printing any new tariff sheet ; freights to that place (Monioe) 
were charged 126 miles, and it was divided in the proportion 100 to 
main line and 25 to the branch. That is an illustration of a road where 
large constructive mileage was given on account of the shortness of 
the road. Sometimes you will give it to a local road simply because it 
is a local road, and a local road is entitled to a little higher rate becaase 
it can control the freight. Sometimes it will be given on account of 
heavy grades and trouble and greater expense in ^forking. I think it 
was on that principle that all the roads east of Omaha gave construct- 
ive mileage to the Union Pacific from the very beginning. 

Q. What other considerations occur to you as bearing on the question 
whether the constructive factor isa just andfair one or not! I call your 
attention to the possible complications that may arise where the inter- 
est of the branch corporation and of the parent corporation are so inter- 
mingled that, for any reason whatever, the parent corporation desires 
either that the branch road shall receive less than its due share, or that 
it shall recive more than its due share. — A. I have mentioned, I think, 
the only consideration, or the usual considerations, that call for and re- 
quire the constructive mileage, or that suggest constructive mileage^ as 
the simplest and the plainest way to keep a division of earnings be- 
tween a road and its branch, and give the branch what the particular 
circumstances require. If there are any other considerations than those 
of length and grade, and the fact that the branch road may have very 
little business, and that you must give it enough to sustain it, they do 
not occur to me. 

HOW CONSTEUCTrVE MILEAGE COULD BECOME AN ABXJSB. 

CJommissioner Anderson. I will give ypu an illustration. . For in- 
stance, it is said that the direction of the Missouri Pacific, in order to 
give advantage to and benefit the Missouri Pacific in its dealings with 
the branches of that road, or the extensions of that road — ^that is to 
say, the Missouri, Kansas and Texas, and the International and (^reat 
Northern, and, in former years, the Texas Pacific — so directed the for- 
mation of the constructive factors that in applying them to inter- 
changed traffic a very much larger proportion of the amount earned 
was forced into the credit of the Missouri Pacific at the cost of the 
branches, for the purpose of promoting the interests and increasing the 
value of the Missouri Pacific stock. I do not say that this is true, but 
I suggest it to you as an illustration of what I mean. 

The Witness. I still do not see exactly what I am to answer. 

Q. I ask whether these considerations of mutual interests, apart from 
arithmetical considerations, such as you have given, may not lead to 
the establishment of unjust factors of constructive mileage ! — ^A. Oh, it 
might, of course. The management of -a road which managed also tiie 
branch road, and was therefore on both sides of the bargain, could make 
any bargain. Where the board of directors were on both sides, they 
could make any bargain they chose. I was simply speaking of the way 
in which those bargains are generally arranged among railroads, where 
they are fairly managed. It is a difficult thing sometimes to say ex- 
actly what is fair. 

Q. Even assuming that the directors are entirely honest, if there is 
a motive to throw a larger proportion of the earnings into the branches 
than they would be entitled to receive, then, in your judgment, is it 
entirely safe to leave to a direction which has the adjustment of both 
sides of the question the determination of these factors t That i%.a0- 
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»;amiQg them to be perfectly straightforward men. — A. If there is a 
motive to do what was not fair, of course it would be better to leave 
it to some other tribunal, if there was any other tnlmnal in existence. 

BEABINa OF CONSTRUCTIVE MILEAGE ON GOVERNMENT'S 25 PER 

CENT. 

• Q. As applied to the precise branch lines of the Union Pacific Eail- 
way, did you ever examine the question with the realization that there 
might be a motive to induce the directors — even on the assumption that 
they meant to be perfectly fair — to exaggerate the earniugs of the branch 
lines, by reason of the eflfect that might have on the requisition that 
might become due to the United States on the 25 per cent, of net earn- 
ings f — A. 1 often saw that charge in the papers, and from all that I 
have ever seen and known of the divisions that are made, I have con- 
sidered it entirely unfounded. 
Commissioner Anderson. That is exactly what I wanted to get from 

you. 

The Witness. The constructive mileages that are allowed seem to 
me to be not at all too liberal to thei branch lines, if as liberal as they 
ought to be in many cases — such as the mountain roads that have heavy 
curves and grades, and where the expenses are very great and the earn- 
ings are small. The fact of the matter is, in adjusting those things, it 
is a hard thing to do until you try it on and see how it will work. A 
fair adjustment would be shown, would prove itself — the proof of the 
pudding being in the eating — in the branch lines making a good show- 
ing at the end of the year. According to the proof of this pudding, 
they have given them hardly enough. The constructive mileage allowed 
is not enough, because none of the branch lines show excessive earn- 
ings, and a great many of them show a great deficiency ; and I think 
if they wefe owned by outside stockholders, the outside stockholders 
might very well object, in many cases, and go to the Union Pacific 
board and say they wanted a larger constructive mileage, because the 
business did not pay their expenses. 

Q. In making the assertion that the branch lines make a poor return 
of earnings, do you refer to mileage earnings, or to earnings as based 
on the bonds and stock issued in the construction of the branch roads ?— 
A, I refer to their net earnings, as compared with the fixed charges 
upon them. 

Q. You do not refer to mileage earnings ? That would be a better 
test, because there might be an overissue of stock or bonds ? — A. Yes, 
sir; there might be. I speak of it more with reference to what their 
fixed charges are. A road ought to tneet its fixed charges. 

Commissioner Anderson. Unless its fixed charges are exorbitant ? 

The Witness. Unless they are exorbitant, and I do not know that 
they are on any of these systems. 

REASONABLENESS OF CONSTRUCTIVE MILEAGE ALLOWANCES. 

Q. However, I understand it is the result of all the examinations you 
have made, that the factors allowed to these branch roads are quite 
reasonable, and that in no case do they give any evidence of a design | 
to divert the earnings so as to escape the burden of the United States* 
25 per cent, f — A. No, sir ; from my knowledge of the way in which 
this constructive mileage is applied in railroads all over the country — 
and I have been a practical railroad man, and have been familiar with 
i^ for many years, and with the constructive mileages given — I think 
the injustice, if anywhere, is toward the branch lines. 
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NON-SUPPOETING BEANGHES OF UNION PACIFIC. 

Q. Iq regard to the physical characteristics and the financial man- 
agement of these branch lines in detail, are there any of them that yoa 
can refer to as being either undesirable or not self-supporting!— A. I 
cannot recall now the names, but there are some. I think particularly 
the Leadville line. 

Q. The Denver and South Park? — A. The Denver and South Park. 
That was perhaps a particularly poor one. 

Q. That is the blackest of all black sheep ! Do you know anything 
of the Kansas Central? — A. I do not remember anything about that. 
It was my general recollection that that was a poor one. 

Mr. John F. Dillon. That is a narrow-gauge road running out from 
Leavenworth. 

Mr. Apams. It is not a branch at all. It is a competing line. 

The Witness. I do not know about that one. 

Commissioner Anderson. You would not call it a competing Une 
now, would you ? 

Mr. Adams. Yes, sir ; it competes with our main line. 

Commissioner Anderson. It is not a feeder ? 

Mr. Adams. No 5 it is not a feeder. 

necessity for branch lines to union pacific. 

By Commissioner Anderson : 

Q. Please give us your views, based on what you know of the terri- 
tory occupied by the Union Pacific, and of the adjoining territory, and 
of the tributary valleys, which have led you to such conclusions as yoa 
have formed in regard to the necessity for the existing branch system, 
and in regard to any policy which should be pursued in respect to the 
same subject in the future. — A. Briefly, I think there can be no ques- 
tion on the part of any railroad man who examines the country and 
the system of the Union Pacific, and who sees the sources from which 
it now derives its revenue, and appreciates the competition for terri- 
tory that is going on among the other systems that are stretching out 
thereto the west, that the existing system of branch lines (the subject 
of criticism, perhaps, as parts of it are) has been the actual salvation 
of the road, and that it is of the utmost importance to its future pros- 
perity that that system should be promptly and very considerably ex- 
pand ; that it should occupy the territory that is naturally tributary 
to it, and it shoukl do so promptly before other lines do. 

NEVr BI^ANCHES SUGGESTED. 

Q. Can you be more specific in regard to the particular places where, 
in your judgment, business is threatened, and where the branch lines 
would be of service? — A. Yes, sir; I think I mentioned one or two in 
the last report. The road from the crossing of the Korth Platte. Is 
that Eawlins, Mr. Adams ? 

Mr. Adams. You mean from Fort Steele down. 

The Witness : From Fort Steele south, into that coking coal territory, 
I think, a road there of very great importance. 

Mr. Adams. Will you point that out on the map? 

The Witness (Indicating on the map). From Fort Steele practically 
to Dillon, with some branches, one or more, to the coking-coal and an- 
thracite deposits. 
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Q. Is Fort Steele the same as Bawlins ? — A. Ko, sir. 

Gommissioner Anderson. Fort Steele is a point on the TJnion Pa- 
cifio in Wyoming, near the intersection of the north branch of the 
Platte Biver, and the branch indicated rans a little east of sonth to 
Dillon, which is on the branch line of the Oannison, Soath Park and Pa- 
cific Railway. 

The Witness. With one or more branches to coking-coal, anthracite, 
and mineral deposits. 

V By Gommissioner Littler : 

Q. Do you refer now to the coal deposits on the Grand River ! — A. I 
think it is on one of the tribataries of the Grand Biver. 

Q. Is Glenwood Springs the point at which they are building this 
standard gauge across from Leadville to Aspen ? — A. Yes, sir. 

Mr. Adams. The anthracite coal fields are right there, near the north- 
em boundary of Golorado. In occupying that territory and getting in 
there, often there would not be more than one or two available gaps to 
reach some of these deposits and valleys, and it is of great importance, 
I think, to the Union Pacific to get to them before other lines do. 

By Gommissioner Anderson : 

Q. What would be the cost of constructing such a road t — A. Thalr 
would be impossible for me to say without investigation. 

Q. Without going over the country closely, you could not say ? — A. 
No, sir. 

Mr. Adams. We have the exact estimates, if you ever want them. 

The Witness. There are some branch roads, too, in Oregon and 
Idaho that should be put in. 

Mr. Adams. I have estimates of the cost of such branch roads, and 
I will put them in. 

By Gommissioner Littler: 

Q. What is the length of that proposed line? — A. About 400 miles. 
Gommissoner Anderson. Now, you may proceed with your descrip- 
tion. 

desirableness of additional lines suggested in report to 

GOVERNMENT. 

The Witness. My last report refers to these lines as follows : 

a nnmber of additional lines should be nndertaken at an early day in order to re- 
serve to the main line its dne proportion of territory. Among them perhaps the most 
important is a line firom Fort Steele sonth to Aspen, and to a connection with the Col- 
orado diyision at Dillon. This road wonld bring together the ores of Colorado and 
Wyoming Territories with the best coking coals of the west and the anthracite coal 
of Crest^ Bntte. 

The ores of those two Territories work very well together and act as 
flaxes for each other. 

In Idaho snryeys have been made with a view of cQnnecting the tracks of the Oregon 
Short Line with those of the Oregon Railway and Navigation Company at or near Lewis- 
ton. In this case the proposed line will follow the course of the Weiser and Little 
Salmon and Salmon Rivers. A line has already been constructed from Cheyenne 
north connecting the central portions of Wyoming with the capital of the Territory. 

(The witness indicates a location on the map extending from Cheyenne, 
in Wyoming Territory^ in a northwesterly direction, reaching to and 
following the Platte River.) 

Q. Have you ever examined the contrast afforded by the Central Pa- 
cific with the Union Pacific in relation to the different results att 



854 U. 8. PACIFIC RAIL\^AY COMMISSION. 

by reason of the fact that there are no branches to the Central Pacific, 
and that there is a branch system to the Union Pacific f — A. No, sir; 
I have never made that contrast. It never occurred to me to draw a 
parallel before. 

Q. Are you at all familiar with the administration of the affairs of 
the Central Pacific as bearing on the Union Pacific ! — ^A.. No, sir ; this 
is what you refer to, I suppose — I know generally that the Central Pa- 
cific is said to be interested, or has a large interest, in the Southern 
Pacific. 

Commissioner Anderson. That is, the directors of the Central Pa- 
cific are said to have a large interest in the Southern Pacific ? 

The Witness. Yes, sir ; I believe that is a more correct statement, 
and that the traffic managers, or the managers of the Union Pacific, have 
always felt a little jealous or feared that they might not get an exceed- 
ingly cordial co-operation of the Central Pacific in competing for freight 
that could go the other way, although I have never known of any di- 
rect accusation made that the Central Pacific was not doing fairly. Tet 
the Union Pacific people have always been a little suspicions on the 
subject. 

Commissioner Anderson. Mr. Atkins has been much more plain 
spoken than you have been in regard to it. His views arcT that the Cen- 
tral Pacific management are diverting to or are preferring the Southern 
Pacific system for transportation as against the Union Pacific. 

The Witness. My general idea was that while it was something 
they could hardly prove, yet they believed it. 

PLAN of settlement. ^ 

Q. In regard to the best adjustment of relations between the United 
States and the Union Pacific, with reference to the future, have you 
any suggestion to make ?— A. I do not know that I could say anything 
stronger as to what I think is the necessity for it and the desirability 
of it than was said in our last report, now before you, and which it is 
not necessary to read. It does seem to me the plainest and simplest 
proposition that could be laid before a business man that the present 
situation is one that is damaging to the Union Paci fie and damaging, 
therefore, to the Government, its creditor, and that nothing would be 
simpler and easier than to adjust the matters to the great benefit of 
both. 

Q. The first step to be taken, in your judgment, is to pass from an' 
annual payment, based on any percentage of any kind of earnings, to a 
fixed sum„payable annually ? — A. Yes, sir; I think that is the first If 
you would allow me, £ would like to read in that connection what is in 
that report. 

Mr. John F. Dillon. Nobody reads those reports, and I would like 
to have you read it over. 

Commissioner Anderson. You flatter us very much 

Mr. John F. Dillon, I mean in a general way. 

suggestions in eepoet to government. 
The Witness. Page 154 : 

It is admitted npon all sides that existing legislation is insufficient and lias utterly 
failed in several respects. 

First. It does not provide an annual sum large enough even to prevent an annual 
increase of the debt. 
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The average amonnt of increase for some years past has been over a half million per 
annum, 

Second. Existing le^slation makes no proyision whatever for the large amonnt of 
principal and aocroed interest which vnll become dno, at the maturity of the debt, 
in abont ten years. 

Third. Existing legislation locks up even the annual amounts which it does pro- 
vide in such manner that they do not earn 2 per cent, per annum, benefiting no 
one by this low rate, but delaying the Government in the receipt of its dues, and 
causing serious and permanent loss to the railway company. The present amount 
thns locked np is about $6, 500, 000, and the annual loss to the company from the low 
rate of interest which it earns is over $200, 000. 

Fourth : The method of determining the annual amonnt to be reserved by the com- 
pany for meeting its debt is vague and uncertain. Differences of opinion constantly 
arise between the representatives of the Government and those of the company, 
which create friction, and can only be authoritatively settled in the courts after pro- 
tracted and expensive litigation. New officers of the Government possess and exer- 
cise the right of reviewing the methods and rulings of their predecessors in office, 
and reopening the accounts and settlements of former years. The Government, in 
short, is made a quasi partner of the company, with an interest in every detail of its 
bosiness-^an unnecessary relationship and vexatious to both. 

ADDITIONAL SECURITY TO THE GOVERNMENT. 

Q. In applying these suggestions, I see that in your report you refer 
to the point of additional security to the Government, and state that it 
does not simply comprise the stocks and bonds of the branch lines, 
many of which, standing alone^ may possess but little value, but it is 
the absolute lien upon the entire system, main line and feeders. By 
what process of legislation or of contract would you suggest that the 
Government could obtain a lien, holding its present relative position, 
which should apply to the whole system !— A. By making the company 
deposit, or put up, as collateral security for its debt, the stocks and 
bonds that represent these branch lines. 

Q. 8o then it would have a lien on the ownership of the Union Pa- 
cific Eailway as to the branch lines and its present lieu as to the main 
line t — A. Yes, sir; let it just have everything the company had. 

Q. How far do you understand the direction of the Union Pacific to 
be willing to make that suggestion to the Government as to the in- 
crease of its security? — A. I have always understood that they were 
desirous to give the Government everything they had as security, and 
would hold back nothing ; that, as they expected to pay the debt, they 
would make no bargain as to withholding any portion of what they 
had, but were simply willing to give everything they had ; let the Govern- 
ment take everything they had as security for the debt. 

Q. You know, of course, that a large portion of these branch lines 
securities are pledged for the collateral trust loans ? — A. Yes, sir. 

Q. So that all they could give the Government would be the remain- 
ing equities f — ^A. The remaining equities ; yes, sir. 

By Commissioner Littler : 

Q. I do not understand that all these securities are pledged. Are 
they f — ^A. Not all ; the books show. 

By Commissioner Anderson : 

Q. Would not that arrangement rather interfere with your sugges- 
tion of the use of the funds that those bonds represent for the purpose 
of constructing other branch lines ? If so tied up, what would be avail- 
able to the company for that purpose, except its earnings ! — A. Its 
credit would be available. It could build new branch lines generally, 
I suppose, by issuing bonds upon them and indorsing them. That is 
about the way it has been done heretofore. 
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A FIXED ANNUAL PAYMENT SUGGESTED. 

Q. To puraae this plan, your first point, as* stated op this examina- 
tion, is that a fixed annual payment be reached, instead of a flactnating 
payment? — A. Yes, sir. 

Q; Have you examined at all the question of the amount or present 
value of the debt and interest, with reference to the question of deter- 
mining what that annual payment ought to be in order to effect a com- 
plete liquidation of the Government debt ? — A. Yes, sir. 

Commissioner Littler. Within a reasonable time f 

The Witness. Yes, sir. 

Commissioner Anderson. Of course the period will change the 
amount of the annual payment ? 

The Witness. Yes, sir. 

Q. What have you to say with regard to the period of the extension 1 
— A. The period of the extension would be simply what the company 
could do. You want to estimate what the company can do f 

Commissioner Anderson. Yes. 

The Witness. I should consider it exactly as if one had a shoe- 
maker, some man in small business, who ow6d him some money that 
he could not pay right off, but had a business that would enable him 
to pay. I would size up his business, and see what he could do and 
live. Our report last year gives the sort of " sizing up ^ that I made of 
it. I think that the Cnion Pacific Company could afford to pay the 
Government in the neighborhood of $1,800,000 per annum now. 

PRESENT VALUE OF THE DEBT ABOUT $53^000,000. 

The first step in arriving at a settlement would be to determine the pres- 
ent value of the debt. Any actuary could do that. There is no trouble 
in arriving at the present value of the debt, bringing into that value and 
giving the company credit for the sinking fund that it has on hand, 
and arriving at it by ordinary actuarial calculations. Then the ques- 
tion is, to pay it. Now, suppose you make the payment $1,800,000 per 
annum. That present value of the debt, I think, would come to some- 
thing in the neighborhood of $53,000,000, if it could be brought to a 
single cash payment, discounted at 3 per cent, interest. 

Q. That is, you mean the whole amount of. the debt to the United 
States, adding interest to the debt itself at 6 per cent, up to 185?, so as 
to obtain, theoretically, the whole amount that would then come due. 
Then, reducing that to its present value, at what rate per cent, t — A. 
The figure that I calculated on was about 3 per cent, j discounting at 
3 per cent, interest. 

Q. To ascertadii the present value *? — A. The present value ; yes, sirj 
what it would cost the Government to borrow such an amount. 

Q. That would give the present value of the indebtedness t — A. Yes, 
sir. 

Q. And that figure obtained in that way you think was about 
$53,000,000?— A. About $53,000,000 ; yes, sir. 

Q. For the debt of both the Union Pacific and the Kansas Pacific t 
— A. Yes, sir ; that is my recollection — both the Union Pacific and the 
Kansas Pacific. 

Q. You mean the Union Pacific Railway Company? — A. Yes, sir. 

Q. That $53,000,000 is supposed to bear interest at what rate t — A. 
Three per cent. — what the Government would have to pay. 
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PERIOD OF extension SUGaESTED. 

Q. The payment of that amoant, with the interest accruing, would 
be effected by how many annual payments of $1,800,000 each? — A. 
Eqaal payments of $1,800,000 would pay that off in about seventy 
years. 1 have thought that possibly a system of increasing payments, 
gradually increasing, could be arranged that would pay it off to the 
advantage of both the Government and of the road in a smaller number 
of years; for $1,800,000 would be much harder for them to pay now 
than $2,£00,000 probably would be ten or fifteen years from now. 

POSSIBILITY OF INCREASED ANNUAL PAYMENTS. 

Q. What special circumstances will occur in the course of eight or 
ten years which clearly would enable the company to increase its an- 
nual payment! — A. The general growth of the country, and the fact 
that they have a number of bonds out at per cent, and 7 per cent, 
that will fall due that can probably be renewed at much lower rates of 
interest. 

Q. What is the amount of bonds so maturing! — A. I could not tell 
you that off-hand. 

By Commissioner Littler: 

Q. They area first mortgage loan ! — A. They are a first mortgage loan. 
Roughly, there are nearly $16,000,000 8 per cent, bonds, and $2,000,000 
of 7 percent bonds, which, by 1897, will be wiped out entirely by the 
land grant assets and sales of lands. You see there is a ver^^ large 
saving of interest. ♦ 

Q. What is the interest ! — A. About a million and a half of dollars. 

Q. Saving in interest! — A. Yes, sir; per annum. Then there are 
$40,000^000 of 6's that will fall due about 1897, which can be refunded. 
If the Government choose to lend its credit, it might be refunded at 
3 per cent, or 2J per cent., probably. It seems to me, as a business 
proposition, that that is what I would do. If my shoemaker owed me 
some money, and somebody had a prior lien to whom he was paying 10 
per cent, interest, and my credit would get him 6 per cent, interest, that 
I would lend him my credit and take that 4 per cent., and let that 4 per 
cent, saving go towards my s<icurity. But, under any circumstances, the 
company will doubtless be able to refund that $40,000,000 at 4 per cent. 
by the time it falls due. There will be a saving then of $800,000 more. 

By Commissioner Anderson : 

Q. The $40,000,000 you refer to includes the mortgages which are 
prior to the United States lien !— A. The $40,000,000 ; yes, sir. 

Q. And also those that are subsequent! 

The Witness. I do not know that there are any subsequent, are 
there! 

Commissioner Anderson. Oh, yes, sir. 

Mr. Mink. They are small. I did not include those. These are all 
prior to the Government lien. 

Commissioner Anderson. There cannot be over $30,000,000 prior to 
the Government bonds. 

The Witness. It includes the amount of the prior lien, and also the 
liens on such portion of the system as are not subsidized. 

Q. So that these reductions of interest that you refer to would re- 
dace the fixed charges of the system by about two millions of dollars 
per annum ! — A. Yes^ sir; over two million dollars per annum. 
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CONSEQUENCES ARISING UPON FAILURE TO PAY. 

Q. What examination have yon made of the feasibility of this plan 
with reference to the legal consequences which may be affixed to a 
failare to comply with the agreement in making the fixed annual pay- 
ment ? — A. My understanding is that the arrangement would be sack 
that if the company fail to make a single payment when it fell dne^ the 
Crovemment could at once enter upon the property and take possesdion 
of the whole of it, as a whole; not of detached parts, but simply as a 
whole ; that that would practically wipe out the stock altogether, and 
as it is the stock that represents the company, the management, that 
penalty practically would be death to the management if they did not 
make their payment. A management, of course, represents stock. 
Bondholders have their bonds, and have trustees to look after them, 
and some sort of security, but the president represents the stockholder, 
who has no other security but his management. 

Q. So that any enforcement of this new arrangement could be made 
binding, in your opinion, on the stock ? Have you examined to see 
whether it could be made binding on any of the mortgages which are 
subsequent to the lien of the United States, or on the branch lines f— 
A. I do not know that it could, but, as these mortages fall due, doubt- 
less arrangement could be made by which the Government could take 
up those mortgages that fall due, and then acquire the whole lien. I 
do not think there is any difficulty at all in working out the practical 
details of such an arrangement. 

THE MANAGEMENT OP THE ROAD SHOULD BE UNTRAMBfELED. 

Q. Have you any further suggestions to make in regard to the future 
policy ! Under your suggestions, 1 presume, you mean that the man- 
agement of the road would, on its part, be left entirely free to pursue 
its own policy, with reference to branches f — A. Yes, sir ; I think that 
is an exceedingly important part of any arrangement that should be 
made. I thought the bills that were introduced in Congress did not go 
far enough in that way ; but being a practical railroad manager my- 
self, and knowing the importance of prompt action and freedom to oper- 
ate where you are in competition with other and stronger comi)etitors, 
and are occupying certain territory, it seemed to me that the Govern- 
ment could not do better for itself and for the company and for the 
country than to simply take all the securities for its debt, and then turn 
them absolutely loose to operate their road, and to be a railroad^ as free 
as the Rock Island, Chicago, Burlington and Quincy, and any other 
road, to do what they pleased in that territory and with their credit. 

By Commissioner Littler : 

Q. Assuming that the Government accepts your suggestion, what 
have you to say about continuing the Government board of directors f— 
A. I do not think it would be a matter of great consequence. There 
really would be no practical use for them, but it might give the Govern- 
ment, as it were, an insight into everything that was going on to have 
a representative of the Government there to have an insight into it 
all. 

Commissioner Littler. We do not want to legislate you out. 

The Witness. I am out already, so that I can speak entirely indif- 
ferently. 
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THE COMPANY MUST OCCUPY ITS TERRITORY, TO BE SUCCESSFUL. 

Q. Have you anything further to suggest f — A. ^NTo, sir ; nothing oc- 
curs to me further than what we said in our report, except that that 
does not emphasize the importance, perhaps, as much as it might, as I 
said, of having the company free to acquire by lease or contract or pur 
chase, or in any other way, a branch line to protect itself. It has got 
to occupy that territory if it wants to make a success of the system. 

Commissioner Littler. Judge Dillon, did you want to ask any ques- 
tions ? 

Mr. John F. Dillon. Mr. Adams does, I believe. 

Mr. Adams. With the permission of the Commission, I will ask one 
or two questions. 

By Mr. Adams : 

Q. You have had long experience, I know, in all these questions. 
Will you state what your experience has been ? 
The Witness. My railroad exi)erience ? 
Mr. Adams. Yes. 

RAILROAD EXPERIENCE OF WITNESS. 

A. I was superintendent of the Charlotte, Columbia and Augusta 
Bailroad in 1871 and 1872. Then I was president of the Savannah and 
Memphis, it was called, in Alabama, from 1873 to 1875. I was president 
of the Western Eailroad of Alabama, from 1875 to 1878; of the Georgia 
Bailroad and Banking Company, from 1878 to 1880 ; vice-president of 
the Louisville and l^ashville, from 1880 to 1882 ; and I am now presi- 
dent of the Central Bailroad and Banking Company of Georgia, since 
January last. 

Q. How many miles of road and what amount of steamship property 
have you in the organization of which you are now president f — A. We 
control about 2,200 miles of railroad, and three steamship lines running ' 
from Savannah to Boston, ^ew York, and Philadelphia. 

Q. As a i^ilroad man, you have long been thoroughly conversant 
with the principle and practice of constructive mileage allowance, have 
you not? — A. Yes, sir. 

CONSTRUCTIVE MILEAGE. 

Q. I caU your attention to the report of the Government directors 
for the year 1882 ; it is at page 193 of the reprint of the Government 
directors' report. Will you examine those mileage allowances! — A. 
That is a low scale of allowance. 

Q. The scale of allowance there specified is a low one ? — A. Yes, sir. 

Q. In making an allowance between the ordinary main line and the 
ordinary branch, how is the allowance of one and one-half to one in 
favor of the branch considered ! — ^A. One and one-half to one would be 
a very low scale of allowance, particularly where the main line is a very 
long line in proportion to the other one. 

Q. Then, on a haul* of, we will take the Echo and Park City, in the 
scale before you, that is what allowance ? — A. That is 2 miles for 1. 

ECHO AND PARK CITY ALLOWANCE RtDICULOXXSLY SMALL. 

Q. The Echo and Park City is 30 miles long, and is 1,000 miles from 
the terminus of the Union Pacific. How would such an allowance in 
such a case strike you ? — A. It would strike me really as ridiculously 
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small. They get 60 miles out; of 1,060, which is less than 10 per cent.; 
aboat 6 per cent. That road, too, is a difficult road to operate. 

Mr. Adams. I think you stated that in your own practical experience 
a single ferriage of a mile or so counted as 15 miles 1 

The Witness. Yes, sir ; less than a mile. The simple transfer ftom 
the Old Dominion steamers to the rail is so estimated, as I was told by 
Mr. Henry Fink, a few days ago ; but it illustrates, perhaps, the reason 
for adopting that sort of allowance. The object to be accomplished is 
to give the branch Ifnes more than a prorate. You can give it to it by 
one of two ways — an arbitrary or constructive mileage. Those are the 
two ways adopted by railroads. The steamers that I control, running 
to Savannah, give an " arbitrary ^^ allowance. It is, say, 3 or 5 cents a 
hundred, and so on. Mr. Fink came to me and complained that the 
arbitrary way was too hard on cheap freights, and wanted me to adopt 
or to take a constructive mileage, instead of an arbitrary one, so that 
when freights went down very low it would go in proportion. You see, 
mileage will go down with cheap freights, but an arbitrary rate stays 
the same. Mother instance of constructive mileage is with our steam- 
ers from New York to Savannah. It is about 750 miles of water trans- 
portation, and we give that a constructive mileage of one-third only. 
There it works the other way. 

Commissioner Littler. You mentioned Mr. Fink. Just tell who 
he is, and what his relation is to the railway system of the United 
States ? 

Mr. Adahs. That is Henry, and not Albert Fink. 

The Witness. Mr. Henry Fink is vice-president and general manager 
now of the Bichmond and Danville and East Tennessee, Virginia and 
Georgia system. 

Mr. Adams. I would like to say that if the Commission would like 
to hear Mr. Albert Fink, we would be pleased to produce him. He is 
the highest expert in the country. 

Commissioner Anderson. We will hear him when we come back. 

injustice of allowance to the DENVER AND SOUTH PARK. 

Q. Tell me if you find the Denver, South Park and Pacific in the list 
of allowances there. — A. ^NTo, sir ; that is not in this list, I believe. 

Q. You are acquainted with the grades, &c., of the Denver and South 
Park Eoad, are you not ? — A. I do not recall the exact figures, but I 
know they are exceedingly heavy. 

Q. Four per cent, is the grade. In that case the Union Pacific, as you 
may or may not remember, has a haul of 620 miles for delivery to the 
Denver and South Park. On a haul of 620 miles, with 150 miles or 200 
miles of the branch line, with 200 per cent, grade, would you consider 
one and a half to one an extraordinary allowance f — A. No, sir ; I should 
consider it exceedingly unjust to the branch line. If I were a minority 
stockholder of that branch line, I would think I was being imposed 
upon. A hundred and fifty would give it at one-half, 225 miles out of 
825 miles ; about 25 per cent. The freight of that joad is local to that 
road ; whereas the freight that the main line has on it is competitive. 
They could haul it by a different line, provided it could go there. 1 have 
no doubt any other line reaching it would be glad to make a contract 
with it and give it a higher constructive mileage. 

Q. I will take one more case. Tell me what the constructive mileage 
allowance to the Utah and Northern is in the list before you • — A. One 
and three-quart'Crs. 

Q. To one f — A. Yes, sir. 
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ALLOWANCE TO UTAH NORTHERN NOT EXTRAORDINARY. 

« 

Q. The Utah and Northern (I may refresh your recollection in that re- 
spect) is a narrow-gauge road I — A. Yes, sir. 

Q. Ennning north from Ogden on grades as high as 175 feet to the 
mile in Beaver Canon. Should you consider, in such a case, the Union 
Pacific having a 1,000-mile haul on that business, that one and three- 
quarters was an extraordinary allowance? — A. No, sir; not at all. 
That road is a difficult road to operate, especially when its coal sup- 
ply — I happen to know — ^has to be brought some distance to it. I think 
it has none on its own line. I do not think that allowance is at all an 
unfair one*. 

Q. Leaving that subject, you have referred to your knowledge of the 
Union Pacific country. I believe you went through that country before 
the railroad was constructed ? — A. Yes, sir ; I marched across the country 
in 1858 at the time of the Mormon war. I was in the old Army and 
went out with a re-enforcement to Albert Sidney Johnston in 1858. 

Q. Therefore you have some familiarity with the topography of the 
road 1 — A. Yes, sir. 

Q. Do the views you have expressed represent also the views of the 
other members of the board of Government directors ? — A. I think so ; 
entirely. We were all exceedingly unanimous upon it ; and, as an illus- 
tration of the conclusion, the last few lines of our last report were writ- 
ten by Mr. MacVeagh on the special suggestion of the other members, 
while I wrote up the earlier part of it. I refer to the last few paragraphs 
of the report on " Physical Condition and Management." 

FAVORABLE VIEWS OF GOVERNMENT DIRECTORS. 

Q. Then, as I understand you^ as respects all of these questions, the 
views as to what w^ts desirable in the management and policy, as the 
course that should be pursued towards the company by the Govern- 
ment, and as to what was a reasonable basis of settlement, your board 
of directors were entirely of one mind, as expressed in that report t — A. 
Entirely so ; yes, sir. 

By Commissioner Littler : 

Q. When was this report written ? Did the last Congress have the 
benefit of this report? — ^A. Yes, sir; it was sent in on the 22nd of No- 
vember. It was finished that day, and sent to Washington. 

constructive mileage in general USE. 

By Mr. John F. Dillon : 

Q. I want to ask you one or two questions : Since the Union Pacific 
is subsidized for a portion of its line, and since it has a branch system 
of two miles or more to one of subsidized line, it occurred to the framers 
of this act to suggest this as among the subjects of inquiry by this Com- 
mission — among other things — whether the system of constructive mile- 
age is usual. What can you say in regard to the system of constructive 
mileage, as confined to some roads, or whether it is in general use among 
railways having branches f — ^A. It is in very general use. It is one of 
two ways of adjusting this thing, and this is the more usual way — to 
have constructive mileage rather than arbitraries. 

Commissioner Anderson. He has been all over this. 
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Mr. John F. Dillon. The frainers of this act did not seem to under- 
stand it. They thonght this was some special way of cheating the Gov* 
emment. 

The Witness. It is not universal, but it is a very common practice. 

NO ATTEMPT APPARENT TO REDUCE NET EARNINGS ON MAIN LINE. 

Q. I want to ask you to state whether or not, in your experience as 
a Government director, in respect to these allowances, you ever dis- 
covered any evidence of a disposition to fix or a^ust them with refer- 
ence to reducing the net earnings of the main line. — A. No, sir ; it is 
plainly stamped upon the face of it that there never has beeh any sucU 
idea, I think, in the minds of the gentlemen fixing them. 

Q. On their face they show no such effects, but negatively, as I under- 
stand your judgment? — A. Yes, sir. 

By Mr. Adams : 

Q. I will ask you one other question : Have you at any period of your 
life had any interest of a pecuniary nature in the roads the other side 
of the Mississippi ? — A. No, sir ; I have never had any pecuniary inter- 
est, direct or indirect, in any railroad west of the Mississippi Eiver, ex- 
cept once I did have a few Texas Pacific bonds, a long time ago, but 
only temporarily. That is the only time 1 have ever been interested at 
all in any of these roads. 

Q. Your interest has been entirely in the Southeastern system ? — A. 
Yes, sir. 

E. P. ALEXANDEE. 
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Boston^ Mass.y Wednesday^ June 1, 1887. 

JOHN P. DILLON, being further examined, testified as follows: 

Commissioner Littler. I understand you have something else to 
add to your testimony. Will you proceed with your statement t 

A QUESTION AS TO EXISTING DEBTS, BETWEEN GOYEBNMENT AND 

COMPANY. 

The Witness. You asked me yesterday as to the existing debts be- 
tween the Government and the company., I forgot to mention one that 
has arisen under the very act which creates this Commission, namely, 
the fifth section of it, as to' the investment of the sinking fund. Two 
questions have arisen under that already. That section provides — 

That the sinking fnnds which are or may be held in the Treasury for the secnriiy 
of the indebtedness f of the company] may, in addition to the investments now author- 
ized by law, bo invested in any bonds of the United States heretofore issuctd for the 
benefit of either or all of said companies, or in any of the first-mortgage bonds of either 
of Baid companies, &;c. 

The question immediately arose after the enactment of this act 
whether it only applied to the $70,000 or $80,000, more or less, of cash 
uninvested in the Treasury, or whether it applied to the $6,000,000 or 
$7,000,000 of Government bonds ; and the further question, whether 
the Union Pacific, for example, could purchase the firs^mortgage bondn 
of any other company than its own. 

That matter was presented to the Attorney-General, in behalf of our 
construction of that section, "by Mi. Stoxy, '^t. ^^^nMX^^^"^ myself 
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We thoaght it was very plain^ bat the Attorney General lia8 given an 
opinion raUng both those points against the eompany. I do not know 
whether yon want to pat his opinion on the record, but it is a very im- 
portant matter. 

Commissioner Littler. I think it is an important docnment. 

The witness prodaced a paper, which is marked ^^ Exhibit Ko. 1, Jane 
ly 1887," and is as follows : 

OPINION OF ATTOENEYGENEBAL. 



The Secretakt of the Trkasurt: 



Department of Justice, 
Washington, D, C, March 31, 1887. 



Sir : Yoar letter of the 16th of March, 1887, sabinits for my opinion — 

First. Whether the provisions of section 5 of the act of the 3d of March,« 1887, may 
be constraed as applying to moneys now in the fands nninvested, and monej^s here- 
after paid in to be invested ; or whether United States bonds iu which the I'nnds an) 
now invested coald be sold and the proceeds reinvested in the first- mortgage bonds of 
the companies. 

Second. Whether investments can be made in the first-mortgage bonds of any of 
the companies, or only in the first-mortgage bonds of the company for which the in- 
vestment is made. 

The fifth section referred to is : 

'* That the sinking fnnds which are or may be held in the Treasury for the secnrity 
of the indebtedness of either or all of said railroad companies may, in addition to 
the investments now authorized by law, be invested in any bonds of the United States 
heretofore issued for the benefit of either or all of said companies, or iu any of the 
first-mortgage bonds of either of said companies which have been issued under the 
authority of any law of the United States and secured by mortgages of their roads and 
ft^nchises, which by any law of the United States have been made prior and para- 
mount to the mortgage, lien, or other security of the United States in respect of its 
advances to either of said companies, as provided by law." 

The sinking funds referred to in this section were established by the act of the 7th of 
May, 1878 (20 U. S., page 56), known as the Thurman act. The investments authorized 
by law, the officer by whom they are to be made, the source whence the fund is to be 
derived, its administration and final distribution, are all fixed by the same act. The 
ection referred to in yours is concerning the same subject-matter, and is substantially 
an amendment of the prior act. The two are to be construed together as one, and us 
a whole they must be viewed in connection, so as to make all the parts harmonions, if 
practicable. The whole law, as thus considered, received an authoritative interpre- 
tation in the the sinking[-fand cases (99 U. S., 725), by which certain principles were 
announced which will aid in the determination of the questions submitted. It is 
there settled the fun dis a fund of the Union and Central Pacific Railroads, estab- 
lished by law, intended for the security and payment of certain of their several 
debts at maturity ; that the United States Treasury is the depository, and the Sec- 
retary of the Treasury is the agent charged with the administration of the fund. 
The power of the Secretary of the Treasury as an agent over the fund is not enlarged 
by the section referred to in yours, except that he is empowered, " in addition to the 
investment now authorized by law," to invest in certain other securities not before 
authorized. His power is a special one, fixed by law, and must be strictly followed. We 
cannot enter into the inquiry as to whether me power is too limited or too extensive ; 
whether the interest of the corporations and their creditors would have been better 
subserved had the Secretary been allowed to make other investments, or to buy and 
sell bonds, as to him wonld seem best, or not. That question has been already passed 
upon by Congress, and we are limited to determining whether Congress empowered 
him/to sell the bonds in which the fond has been invested, and with the proceeds 
to buy others. If that power exists now, it will continue as long as the law remains 
unchanged. The bonds which might be bought with the proceeds of those sold 
to-day might to-morrow, by a change in the market, appear to be profitable to 
sell and reinvest. Each change in the market might be made an occasion for sale 
and reinvestment. A general power to deal in the bonds referred to in the act and 
amendment would be the result of such a constrnctlon. Whether a good or bad in- 
vestment of the fund might be the result of the exercise of such a power would 
largely depend upon the agent's knowledge of the market and his judgihent iu the 
application of that knowledge. An error in a sale or purchase might result in a loss. 
During the course of such dealing the interest on the fund must be suspended. The 
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law contemplated no uncertainty on this subject. A certain steady gain, and not 
speculative profits, is shown to be the intent ; for the third section of the act provides 
that— 

''The semi-annual income thereon shall be, in like manner, ftom time to time, in- 
vested, and the same shall accumulate and be disposed of as hereinafter mentioned." 

This «emi-annual income clearly refers to the iuterest ou the bonds purchased, and 
does not contemplate the uncertain quantity of profit or loss. The '' same4shal] acca- 
mulate'' leaves no discretion in the agent to subject the fund to a possible loss. The 
gain was Intended to be a fixed and certain accumulation. The law authorizes the 
secretary to invest the fund established in bonds. This is equivalent to saying " with 
the money paid in you shall buy bonds.'' It does not say '* with the bonds in the de- 
pository you shall buy bonds." Does the power to buy the bonds or the whole scope 
of the law imply the power to sell them ? The language of the section just quoted 
says, ''The semi-annual income shall be, from time to time, invested." If it had been 
the intention of the lawmakers to allow the investment, from time to time, of the 
principal from which the income was derived, such from-time-to-time investment 
would not have been limited to the income only. The inclusion of one is the excla- 
sion of the other. The power of an agent to buy does not imply the power to sell. 
The subject is considered in Story on Agency, sec. 88, and the conclusion stated in the 
following language : 

" So that we here see it laid down in positive t^rms that the agent to buy has no 
implied authority to sell, and an agent employed to sell has no implied authority to 
buy." 

Without a conversion or sale of the bonds now in the Treasury until their maturity 
there can bo no reinvestment. The section referred to in your letter only aathorizes 
the investment of " the sinking funds which are or may be held in the Treasury." The 
ordinary signification of the word "funds" is "cash on haud." (Bouvier's Law Dic- 
tionary, vol. 1, page 701.) As a means of purchase this is the only signification tiie 
word could have in this connection, and this is the sense in which it is here used. 
This is shown by reference to the third section of the prior act, of which this is an 
amendment, the first clause of which is : 

" That there shall be established in the Treasury of the United States a sinking 
fund, which shall be invested," &c. 

It is clear the lawmakers did not contemplate that the Secretary of the Treasury' 
should buy bonds with anything but cash on hand. The law says he is to buy them 
with the funds established. Another clause in the same section states : 

" All the bonds belonging to said fund shall, as fast as they shall be obtained, be so 
stamped as to show that they belong to the said fund, and that they are not good in 
the hands of other holders than the Secretary of the Treasury, until they shtul have 
been indorsed by him and publicly disposed of pursuant to this act." 

Here the bonds are not spoken of as constituting part of the fund, but as invest- 
ments of, or as property, of which the fund personified is spoken of as the owner, in- 
dicating a distinction between the money with which the property is bought and the 
property purchased therewith. The investment is shown to be intendea as perma- 
nent, fbr the property thus obtained must be stamped and rendered valueless, except 
in the hands of the agent of the " fund,' until by him indorsed and publicly disposed 
of pursuant to the act." This is the only authority to soil the bonds. The act provides 
the funds ; directs its investment ; directs the investment from time to time of the 
semi-annual income, and authorizes nothing further with reference to the fund, as a 
fund, nntU the final distribution is provided for in the seventh and eighth sections of 
the act of the 7th of May, 1878. The seventh section of that act is : 

"That the said sinking fund so established and accumulated shall, at the matwritii 
of the said bond so respectively issued by the United States, be applied to the pay- 
ment and satisfaction thereof according to the interest and proportion of each of 
said companies in said fund, and of all interest paid by the United States thereon, 
and not reimbursed, subject to the provisions of the next section." 

Until action is to bo taken in pursuance of this section, the law authorizes no use 
of the bonds, nor further disposition of them by the agent. After the investment is 
made, the first step required to be taken with reference thereto, purisuant to law, is 
the sale for the purpose of the application to the payment of the debts for which it 
was accumulated. The time when this step is to be taken is at the maturity of the 
bonds. The bonds whose maturity is referred to in this section are the United States 
railroads subsidy bonds issued on account of the Union Pacific and Central Pacific 
Kailroads. Until those bonds mature, the power to dispose of the United States 
bonds purchased in pursuance of the act does not take effect. Therefore, in answer to 
your first inquiry, you are not authorized to sell the United States bonds in which the 
funds are now invested for the purpose of reinvesting in the first-mortgage bond of 
the company. 

In reply to your second inquiry, the 5th section of the act of the 3d of Mareh| 1857, 
authorizes the fund. 
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'^ in addition to the investments now authorized by law (to) be invested in aoy 
bondsT^f the United States heretofore issued for the benefit of either or all of said 
companies, or in any of the first mortgage bonds of either of said companies which 
have been issned under the authority of any law of the United States, and secured 
by mortgagesof their road and franchises, which by lawbf the United States have 
been made prior and paramount to the mortgage, lien, or other security of the United 
States in reraect of its advances to either of said companies as provided by law.'' 

The second section of the same act defines the words ** all said railroads" to mean 
<< all the railroads that have received aid from the Government in bonds." The rail- 
roads which have received aid from the Government in bonds are set forth in the act 
of the Ist day of July, 1862, and the amendment thereto of the 2d day of July, 1864, 
and any of the United States railroad subsidy bonds issned in pursuance of such act 
as amended are a legitimate security in which to invest the fund under the first clause 
of the quotation under consideration. In the second clause **or in any of the first 
mortgage bonds of either of said companies " the word '^ either " is substituted instead 
of the pnrase ** either or all of said companies " in the former clause. This substitu- 
tion of "either" for ** either or all " is intended to limit the investment in mortgage 
bonds of the roads to fewer roads than are included in the expression *^ either or all." 
** Either" is generally used as signifying " one or the other of two." It is thus used 
here. The two roads in either of whose first mortgage bonds the investment may bo 
made as rcKferred to by the word "either" is to l^ determined by reference to the 
act of the 1st of July, 1862, with its amendments of the 2d of July, 1864, and the 
7th of May, 1878. By reference to these acts it will be found the Union Pacific and 
the Central Pacific Companies composed the main line and, central object of the 
legialatioD : that they, and they alone, pay in the money which constitutes the fund. 
They are the sole corporation embraced in the provisions of the Thurmau act, in 
which they are £requently grouped under the word " either." Hence it is concluded 
they are the railroads embraced in the term " either" in the clause under considera- 
tion: and investments of the fund may be made in the first mortgage bonds of cither 
the Union or Central Pacific Kailroads. You may, then, invest any money paid into 
the sinking fund in pursuance of the act of the 7th of May, 1878, now in the Treasury 
or which may in future be paid in — 

First, in United States bonds, as provided in the act of the 7th of May, 1878 ; 

Second, in any Unit>ed States railroad subsidy bonds of any of the aided roads as 
described in the act of the 1st of July, 1862, and its several amendments ; 

Third^ in any of the first mortgage bonds of the Union Pacific or the Central Pa- 
cific Railroad Companies, such as are described in the third section of the act of the 
3d of March, 1887. 

Within this range the law leaves it to your discretion to invest in whichever of the 
securities will best subserve the securing and accumulating of the funds. 
I am, yours, respectfully, 

A. H. GARLAND, 

A ttorney- G eneral. 

The Witness. The Attorney-General holds, in substance and effect, 
that when this act says that the sinking funds which are Id the Treas- 
ury may be thus invested, it only applies to the dribble of " money " 
there, and has no application to the ^^ bonds " of the United States in 
which the fund now exists. That, we submit to the fair judgment of 
this commission, is directly contrary to what was intended, as well as 
contrary to the language of the act. 

He also holds that, although this reads ^^ may be invested by the com- 
panies in any of the first mortgage bonds of * either ' of the companies,'^ 
the act does not mean what it says, but that the Union Pacific is re- 
stricted to an investment in its own first mortgage bonds. That, we 
submit, is contrary to the plain language of the enactment, and is un- 
necessarily restrictive of the broad option which is intended to be given 
for the benefit of the Government it>self as well as of the company. 

Ab*. Story had the prevision to see that perhaps these objections 
might arise. He suggested them to the committee, and they said the 
language as it stood was so plain that it could not be misconstrued. 

Q. That is,' the Oongressional committee having it under considera- 
tion t — ^A. Yes, sir. If there is to be further legislation, the practical 
point here is that attention should be called to the construction which 
has been put on that act. 

66 p B 
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Oommissioner Anderson. Is what yea say about the ooneoneBoe in 
the committee a matter of recollection or of record f 

Mr. Story. fTo, sir; it was a suggestion made to the conference 
committee. 

DIVERSION OP MAIL SERYIGE FROM UNION PAOIFIG. 

The Witness. In my testimony of yesterday I stated that I had un- 
derstood that the United States had not given to the Union Pacific all 
the mail service which the Union Pacific might rightfully require to !» 
given to it under the act, but that other and competitive roads had been 
allowed to do service which could as well have been, or better have been, 
done by the Union Pacific. I find this has been the subject of oone- 
spoudence between the company and the Government, and I produce ]Qm) 
letter of the company, dated Boston, June Sth^ 1885, addressed to Hon. 
William F. Vilas, Postmaster-General, and signed by Mr. Oliver W. 
Mink, the company's comptroller, and I ask leave to reproduce and bate 
go on your minutes what I think contains very pertinent and usefol 
suggestions for your consideration. 

The paper is marked <' Exhibit 2, June 1st, 1887," ttnd is as follows: 

LETTER FROM COMPANY TO POSTMASTEB-G^fNEiftAL. 

Boston, Jwu 8^ 1885. 
Hon. Wm. F. Vilas, 

Podtmaster- General, Washington, D, C. : 

Sir: By direction of onr president, Mr. Charles F. Adams, jr., I desire to eall you 
attention to a matter of considerable importance to the Union Pacific Railway Com- 
pany, in which the United States is, as yon probably know, interested to a very lavge 
extent. 

In the transportation of the mails between Council Blnffii, Iowa, and O^en, Utah, 
this company is, as it eyer has been, most obedient to the calls of the Post-Office De- 
partment. Its facilities for transporting and handling the mail have constantly been 
in advance of the demands of tbe Government, and it has in every respect endeavored 
to perform the service to the satisfaction of the Department. For years l^e mail mat- 
ter transported by the company has increased in quantity, until in 18^ the dailj 
weight reached an average of 29,665 pounds. This appears to have been the maxi- 
mum daily average, as in 1884 the average had fallen oif to 23,990 pounds, a deoiease 
within the two years of 5,675 pounds, or about 19 per cent., and the annuttl compen- 
sation of the company was reduced daring the same time, by reason of 1^6 deeiease 
in tbe weight, about $53,000. 

This is a showing which is a matter of surprise to the officers of the company. The 
line of the Union Pacific Company has lon^ been and still is the leading highway to 
Colorado, Utah, Idaho, Oregon, and Washington Territory. 

Its geographical advantages are such that in the transportation of the Utah and 
Idaho mail, and in the transportation of the bulk of the Colorado mail, and a large 
proportion of the Oregon and Washington Territory mail, it stands unrivaled. 

As the business of the Post-Office Department in these sections of the conntry has 
undoubtedly largely increased within this period, the only inference that can be en- 
tertained by the officers of the company is that much of the mail matter which for- 
merly went by the Union Pacific is now delivered to and transported oyer othw and 
competing lines of railway. 

From information which has been furnished to me, it appears that the west4M>imd 
trains, on which a large proportion of the mail is carried, reach Chicago between six 
and eight o'clock in the evening. The trains thence, west-bound, leave between nine 
and ten o'clock in the evening. Under ordinary circumstances, I presame the mail 
matter would be divided among the railways running thence to Omaha, and iMipldbe 
easily transferred in the intervening time. If so transferred, it would readb doaneil 
Bluffs the next evening at about seven o'clock, in ample season for ooaneotion with 
the Union Pacific train leaving an hour or so later. I am informed, howeTor, that ft 
large part of the mail arriving in Chicago on the early evening trains is held over afe 
that place until the departure of the fast mail train leaving for the west at 3 o'doek 
on the following morning. This train reaches Omaha a few moments only in advance 
ot the regular evening trains. The mail matter which it brings to Omaha, however, 
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having paseed iuto the hands of a competitive road at Chicago is retained by that 
road, and transported by it as far as may be to points west of the Missoori River, the 
most important of which are also on the line of this company's road. 

If, now, the mail matter were to be distributed in Chicago among the various east 
and west lines early in the evening, as was the custom before the introduction of the 
fast-mail service, a very much larger proportion of that matter would, it is believed, 
reach the Union Pacific at Council Bluffs than is now the case. 

I assume that the Department is familiar with the relations of the Grovemment to 
the company ; that it is aware that the United States is the company's largest cred- 
itor; that the contemplated repayment of the debt was primarily arranged for 
through the application of the Government transportation earnings, and that the 
ability of the company to repay its obligations to the United States is materially 
weakened by the diversion of Government business, which, all other things being 
equal, would most naturally be turned over to this company. 

Under the company's charter, and under the terms of the Thurmah act, one-half 
of the entire revenues of the company derived from the transportation of Govern- 
ment troops, stores, supplies, mails, &c., is retainable by the Government, and imme- 
dfately applicable to the extinguishment of the subsidy debt and the interest accrued 
tbereon. This debt, with the accumulated interest, is not otherwise due and payable 
by the company until some time within the period extending from 1895 to 1899. The 
United States, therefore, in allowing the Union Pacific to perform its mail service 
not only strengthens the ability of the company to pay the subsidy debt and inter- 
est, but it exercises its reserved option of declaring to be presently due a large part 
of the debt not otherwise due for some thirteen years. This option exists in the pro- 
visions of the chaiter, which require that one-half of the Government transportation 
earnings shall be^resently applied to the payment of the subsidy debt. The Gov- 
ernment, therefore, in making such application of these transportation earnings, 
secures the use of these earnings for some thirteen years in advance of the maturity 
of the debt. The value of this to the United States, reckoning the interest at 3 per 
centum, is equivalent to $214.50 on each $1,000 in Government transportation earn- 
ings. In other words, on each $1,000 earned by this company for Government trans- 
portation the Government may at once apply one-half thereof, namely, $.500, the in- 
terest on which for, say, thirteen years, at 3 per cent., would be $195. It also saves 
the interest for the same length of time on 5 per cent, of the resulting and increased 
net earnings, which on each $1,000 would be $50, the interest on which amounts to 
$19.50. Those two sums, aggregating $214.50, represent the amount saved by the 
Government on each $1,000 credited to this company for mail compensation. 

It is, therefore, manifestly to the interest of the Government to permit the Union 
Pacific Company to render as large a proportion of the mail service as may be practi- 
cable, since, as the fact is, its compensation for that service is, by reason of its con- 
tract relations, fully 20 per cent, less than that of its competitors. 

The^mathematical process by which it appears that. upon every $1,000 credited to 
this company for transportation services the Government saves $214.50 as against the 
same amount credited and paid to other corporations, though plain and simple, may 
have eroaped observation. It is, of course, in the interest of the company that I pre- 
sent these facts to your notice ; but it occurs to mo that they are such as, in the in- 
terest of an economical administration of the public service, your Department may 
desire to entertain. If, upon a review of the considerations suggested in this letter, 
the Department shall find itself in a position where it may extend the usefulness of 
the company in the transportation of much of the matter which, for reasons not now 
apparent, has been transferred to railways having no relations such as subsist between 
this company and the United States, I beg to assure you that, aside from the mutual 
advantages Ukely to result from an enlarged service, the Department will receive, as 
It now receives, a service unescelled on any other railway route west of the Missouri 
Biver. 

I have the honor to be, yours, very respectfully, 

OLIVEE W. MINK, 

Assistant Treasurer, 

The Witness (continuing). That is a basis for the snggestion that 
there ought to he some way whereby we can do such service 5 that it 
should come to us to do, since that was the original understanding, that 
we should do the mail service in this region, which we could supply. 

Q. And you claim that the Government has diverted it! — A. Not a 
legal claim. 

' Oommissioner Littler. But, in effect, you claim that the Govern- 
ment has diverted a part of your mail traffic. 
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The Witness. Yes, sir; and I say further, to their own injury ; and 
that, perhaps, ought to be a provision in auy adjustment that is recom- 
mended, if you continue the net earnings, or perhaps otherwise— that 
we should do such service which comes natural for us to do, t. c, which 
we can do as well as anyone else. 

I produce, at the previous request of the Commission, two contracts 
made between the Union Pacific Eailroad Company and BowlandO. 
Hazard, in November, 1878. 

[The papers are respectively marked "Exhibits 3 and 4, June 1, 1887," 
and are as follows .-J 

CONTEACT BETWEEN UNION PACIFIC AND B. G. HAZABD. 

This indentare, exocatcd the fifteenth day of November, A. D. 1878, by and between 

' the Union Pacific Railroad Company, of the first part, and Rowland G. Hazaid and 

Rowland Hazard, of South Kingstown, in the State of Rhode Island, Isaac P. Hazud, 

Elizabeth Hazard, Elizabeth Hazard, trustee, and Anna Hazard, aU of Newport, in 

said State of Rhode Island, of the second part. 

Witnesseth : That it is claimed by the party of the first part that a certain con- 
tract made with it by H. M. Hoxie for the constr action of part of its road is voidoi 
voidable by it, and that it has the right to recover against each of the shareholdcm 
of the Credit Mobilier of America, to which corporation said coiiitract of said Hoxie 
was assigned, all sums by them respectively received as dividends or otherwise from 
said last named corporation arising out of or connected with said contract assign- 
ment and the completion thereof, which claim and its validity is denied by said share* 
holders. 

That it is also claimed by the Union Pacific Railroad Company that certain con- 
tracts made with it by Oakes Ames and also by James W. Davis tor the construction 
of parts of its road are each void or voidable by it, and that it has the right to re- 
cover from each of the parties who have received from certain trustees to whom said 
several contracts were assigned by the said Ames and said Davis the proceeds or 
fruits arising out of or connected with the carrying out of said contract^ the valid- 
ity of which claim is. denied by all the parties who have thus received said proceeds 
or fruits. 

And it is further claimed by said party of the first part "that the parties of the 
second part hereto werce each of them shareholders of said Credit Mobilier of Amer- 
ica, and each received from that corporation, by way of dividend or otherwise, sums 
derived by it from the assignment and the carrying into efiect of said contracts with 
said Hoxie, and were and are also each of them parties who derived and received 
through said trustees portions of the proceeds or profits arising out of or connected 
with said contracts of said Ames and said Davis with said party of the first part, 
under said assignment thereof," which claims are not admitted by the parties of the 
second part, except so far that they do not deny that they were shareholders in the 
Credit Mobilier of America, and thereupon it has been agreed by way of compromise 
between the parties hereto as follows : 

First. That the parties of the second part, each of them, shall, and by a transfer in- 
dorsed on the certificates of the shares hereinafter mentioned, contemporaneously 
with the delivery of this indenture, convey to the party of the first part each and all 
of their respective shares of the stock of the Credit Mobilier of America, namely : 

Shares* 

Said Rowland G. Hazard 1,606 

Said Rowland Hazard 380 

Said Isaac P. Hazard 380 

Said Elizabeth Hazard 34 

Said Elizabeth Hazard, trustee 13 

Said Anna Hazard 20 

Provided, however, That the above parties, one or more of whom are plaintiffs in two 
certain suits now pending, one against Thomas C. Durant and the Credit Mobilier of 
America, and the other against said Durant and the Union Pacific Railroad Company 
in the supreme court of the State of Rhode Island, shall be allowed to retain in tiie 
aggregate ten of their said shares in trust until the termination of said suits and upon 
such termination to convey the same to the Union Pacific Railroad Company ; and 

Provided further, That on the termination of said suits, or either of them, if a^de- 
creo shall be rendered in favor of the plaintiffs^ the part^ of the first part will not 
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object to any allowance to plaintifis for services and expenses out of any sam that 
dial! be recovered and collected which the court may deem jnst and proper and de- 
cree: And further^ That in case of any such recovery, should any part of the sums 
lecoYered be collected and received by the Union Pacific Railroad Company, it shall 
and will pay over to each of the parties who have thus transferred to it their share 
in the Credit Mobilier of America such proportion of the sum thus recovered as the 
number of the shares ho transferred by them bears to the whole number of shares 
constituting the capital stock of said corporation. But the party of the first part, it 
is hereby declared, is and is not to be iu any manner liable for any of the costs, ex- 
penditures, or services incurred, or to be incurred or rendered, iii conducting said 
suits, or either of them : And it is further declared. That any proceeds of settlement 
of the suits against Durant or his bondsmen in the same shall bo subject to the same 
provisions herein made in regard to the proceeds of judgment therein, a reasonable 
compensation for the complainants' expenses therein to be submitted for a judgment 
of a court as to the same. 

Second. Said parties of the second part do hereby further assign, transfer, and con- 
vey to said party of the first part all their respective claims and rights in and to the 
assets or property of every description now held by said trustees arising out of or 
connected with the assignment to them of said contracts of said Ames and of said 
Davis, or out of the administration of said trust ; but no right or claim against said 
trustees, or either of them, or their representatives, for any error, omission, or mis- 
conduct^ if any, in the administration of said trust is hereby assigned, the parties of 
the second part having, by an instrument of even date herewith, released said trus- 
tees and their representatives from all and all possible claims on account of such 
error, omission, or misconduct. 

Third. In consideration of the releases hereinafter specified, and the discontinu- 
ance of certain suits, said party of the first part does hereby forever release and dis- 
charge the several parties of the second part from the claims aforesaid, and from any 
and all possible claims it has or might have against them. 

Providedf 'however, That this release shall not be deemed or construed to release the 
claim of the party of the first part against said Credit Mobilier of America, for which 
a suit is now pending, or against any of its stockholders, other than the parties 
hereto of the second part. 

Fourth. In consideration of the premises, the several parties of the second part, 
except the said Rowland G. Hazard, do hereby release and forever discharge the 
party of the first part from all and all possible claims of every description, and the 
said Rowland G. Hazard, in consideration of the premises, and of the sum of fifteen 
thousand dollars this day paid him by way of compromise on account of a claim 
made by him of a larger amount for sums alleged to have been paid by him to 
certain Burge, Bnrlarge &. Co., does hereby release and discharge said claim, and all 
other his claims or possible claims, against said party of the first part. 

Fifth. It is further agreed between the said Rowland G. Hazard and the party of 
the first part that all suits now pending between him and the party of the first part 
shall be dismissed without costs to either party, and that the suit of said Hazard 
against the Credit Mobilier of America, pending in the court of common pleas for the 
city and county of Philadelphia, with the aid of said Hazard, be dismissed without 
costs to either party, and the bond of said Hazard given in said suit be, if the rules of 
the court will permit, surrend^^red to said Hazard or cancelled. 

Page 5, line 20, **to" erased and " do hereby" interlined before signing. 

Page 6, line 7, " said " erased and " such " interlined before signing. 

Witness our hands and seals. 



In presence of— 

N. W. Williams. 



These four in presence of— 
William Ramwbll. 



R. G. HAZARD, [seal.! 
R. HAZARD. [SEAL.] 



L P. HAZARD. [seal.] 

ELIZABETH HAZARD. [seal.] 

ELIZABETH HAZARD, Truatee. [seal.] 

ANNA HAZARD. [seal.] 



[seal.] Union Pacific Railroad Company (authorized by vote of executive 
committee, May 30th, 1878), 

By ELISHA ATKINS, Vice- President. 
Attest: 

Henrt McFarland, Secretary. 
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ANOTHER CONTEAOT BETWEEN SAME PASTIES. 

This indenture, executed tliis fifteenth day of November, A. D. 1878, by and between 
Rowland G. Hazard and Rowland Hazard, of South Kingstown, in the State of 
Rhode Island, Isaac P. Hazard^ Elizabeth Hazard, Elizabeth Hazard, trostee, and 
Anna Hazard, all of Newport, m said State of Rhode Island, of the first part, and 
Sidney Dillon, John Duff, Cornelius S. Bnshnell, Thomas C. Dnrant, Henry S. 
McComb, Frederick L. Ames, and F. Gordon Dexter, present trustees, under an in- 
denture of three parts bearing date the fifteenth day of October, 1867, between 
Oakes Ames of the first part, the said Thomas C. Durant, Oliver Ames, John B. Alley, 
Sidney Dillon, Cornelius S. Bnshnell, Henry S. McComb, and Benjamin E.Bates, of 
the second part, and the Credit Mobilier of America of the third part. 

Witnesseth : First. That said party of the first part does hereby, in consideration 
of the covenants of the parties of the second part hereinafter set forth, release and 
forever discharge the said parties of the second part, and each of them and their pred- 
ecessors in said trust, and each of them and the representative of each of said pred- 
ecessors who have died, from all and all possible claims of every nature or description 
arising out of their or each of their errors, omissions, mistakes, or misconduct in the 
past administration of said trust created by said indenture in three parts as aforesaid. 

Second. And the said party of the second part by their committee, F. L. Amesj John 
Duff, and Sidney Dillon, thereto authorized by vote of said trustees passed on the 
twentieth day of May last past, does release and discharge (each of said parties of 
the first part, except the said Rowland G. Hazard) from all and all possible claims 
and demands of every description which they or their predecessors as sncb trostees 
might or could have against said parties of the first part, and they do fortLher dis- 
charge the said Rowland G. Hazard from all said claims, save and except a claim 
made, by them founded on a contract signed by said Hazard, bearing date the twenty- 
sixth day of August, 1869, upon ^hich a suit is now pending in their favor in the 
supreme judicial court of the State of Massachusetts, in the county of Suffolk. 

Third. Said parties of the second part do further covenant to and with the said Bow- 
land G. Hazard that the suit aforesaid shall be, by a rule of court, irrevocably referred 
to the arbitration or award of William Gaston and Alexander H. Bullock, ex-gover- 
nors of the Commonwealth of Massachusetts, and that the suit in equity brought by 
said Hazard in Sd.id supreme court against said parties of the second part or some of 
them and now pending therein shall bo referred to the same referees subject to tho 
following limitation, and it is further provided, that any claims of said Hazard against 
said trustees or any of them arising out of the transactions complained of and set np 
in said suits at law and in equity may be used by him as a defense in said action or 
as a counter-claim to the extent of any claim established in said reference against him 
but no further, and shall not bo the ground of any judgment in said reference or 
otherwise against ssCid trustees or any of them over and above their claim, if any, 
established against him, and if no claim shall be found by the referees to exist in 
favor of said trustees or any of them against said Hazard, then no claim shall be pre- 
sented or aJlowed by said referees in favor of said Hazard against said tmsteeis or 
eitlier of them. 

Page 2, line 5, "John Duff," interlined before signing. 

Witness our hands and seals. 

In presence of N. W. Williams : 

R. G. HAZARD. [seal.] 

R. HAZARD. [8EAL.J 

These four in presence of William Ramwell : 

I. P. HAZARD. [seal.] 

• ELIZABETH HAZARD, [seal.] 

. Trustee. 
ELIZABETH HAZARD, [seal.] 
ANNA HAZARD. [seal.] 

FREDERICK L. AMES, 
JOHN DUFF, 
SIDNEY DILLON, 
Committee of the Trustees, [seal.] 

The Witness. I produce also a copy of a release by Henry S. Mc- 
Comb, dated January 12, 1881, to the Credit Mobilier Company, also 
copy of release from Henry S. McComb, of the same date, to the Union 
Pacific Eailway Company and Union Pacific Eailroad Company. 
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The papers are marked respectively ^' Exhibits 5 and 6, June 1, 1887," 
and are as follows : 

RELEASE BY H. S. M'OOMB TO UNION PACIFIC. 

2b all to wham these presents shall come or may concern^ greeting: 

Know ye that Henry S. McComb, for and in consideration of the sum 
of one dollar, lawful money of the United States of America, to me in 
hand paid by the Union Pacific Eailway Company, the receipt whereof 
is hereby acknowledged, have remised, released, and forever discharged, 
and by these presents do for myself and my heirs, executors, and ad- 
ministrators, remise, release, and forever discharge, the said Union Pa- 
cifilc Eailway Company and the Union Pacific Eailroad Company of and 
from all and all manner of action or actions, cause and causes of actions, 
suits, debts, dues, sums of money, accounts, reckonings, bonds, bills, 
specialties, covenants, contracts, controversies, agreements, promises, 
variances, trespasses, damages, judgments, extents, executions, claims, 
and demands whatsoever in law or in equity which against the said 
companies said McComb ever had, now has, or which his heirs, executors, 
or administrators hereafter can, shall, or may have for, upon, or by 
reason of any matter, cause, or thing whatsoever from the beginning 
of the world to the day of the date of these presents. 

In witness whereof I have hereunto set my hand and seal the 12th 
day of January, in the year of our Lord one thousand eight hundred 
and eighty-one. 

H. S. MoCOMB. [SEAL.] 

Sealed and delivered in the presence of— 

0. G. KiDDEB. 

RELEASE BT H. S. M'COMB TO CREDIT MOBILIER. 

To all to whom these presents shall come or may concern^ greeting : 

Know ye that Henry S. McComb, for and in consideration of the sura 
of one dollar, lawful money of the United States of America, to me in 
hand paid by the Credit Mobilier of America, the receipt whereof is 
hereby acknowledged, have remised, released, and forever discharged, 
and by these presents do for himself and his heirs, executors, and ad- 
ministrators remise, release, and forever discharge, the said Credit Mo- 
belier of and from all and all manner of action and actions, cause and 
canses of actions, suits, debts, dues, sums of money, accounts, reckon- 
ings^ bonds, bills, specialties, covenants, contracts, controversies, agree- 
ments, promises, variances, trespasses, damages, judgments, extents, 
executions, claims, and demands whatsoever in law or in equity which 
against Credit Mobilier said McComb ever had, now hath, or which his 
heirs, executors, -or administrators hereafter can, shall, or may have for, 
upon, or by reason of any matter, cause, or thing whatsoever from the 
beginning of the world to the day of the date of these presents. 

In witness whereof I have hereunto set my hand and seal the 12th 
day of January, in the year of our Lord one thousand ei^ht hundred 
and eight;y-one. 

H. S. McCOMB. [SEAL.] 

Sealed and delivered in the presence of—- 
0. G. Kidder. 

By Commissioner Anderson : 

Q. Did Mr. McComb get a contemporaneous release ? — A. My recol- 
lection is that Mr. McComb was threatening the compau^ ^\tA\ %\^\\j^ 
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through Mr. Bangs, his counsel, and that there was a corresponding 
release. 

Q. Delivered to Mr. McComb ? — A. Yes, sir. 

Q. A general release ? — A. I think they were counterparts to these; 
that is my impression ; I do not recollect it distinctly ; we have no cop- 
ies of it on the file of the company here, so Mr. Mink tells me; they 
are not papers that we would keep ; they would be delivered to him; 
I would say, as far as the company is concerned, it was an adverse, 
threatening proceeding, and Mr. Bartlett and myself concurred in ad- 
vising that settlement; I think we did not pay him any money. 

Commissioner Littler. Is that all ? 

The Witness. Do you wish the settlement which resulted in the as- 
signment of that account for $185,000 by the trustees to the XJnion Pa- 
cific Company ? 

Commissioner Anderson. Is it not necessary for the complete under- 
standing of the story? ' 

The Witness. I think not ; they are all recited in the resolutions of 
the company, and Mr. Oliver Ames testified yesterday as to suits which 
had bi en brought on that and their condition. 

Commissioner Anderson. We do not want them ; if we find on read- 
ing the evidence that it is necessary we will send for them. 

The Witness. They are with the company, and you can have them 
whenever you want them. 

JOHN F. DILLON. 

Equitable Building, 
Boston, Mass.y Wednesday^ June 1, 1887. 

AFTERNOON SESSION. 

OLIVER W. MINK, being further examined, testified as follows : 

By Commissioner Anderson : 

Question. Have you a statement of the issue of the stock of the Kan- 
sas Pacific Eailroad Company, showing the persons to whom issued and 
the dates of issue ?— Answer. Yes, sir 5 and I produce it. 

The paper is marked "Exhibit 7, June 1, 1887,^' and is as follows: 

statement as to issues of KANSAS PACIFIC STOCK. 

The Kansas Padfio Railway Company, — Detailed statement of original issue of stocky date 

of issucy and to whom issued. 



1866. 
June 8 



Sept. 15 



For stock issned to J. Edgar Thomson and John D. Ferry, tmstees, 
until fnlfiUment of contract with H. M. S. & Co., 4,160 shares of 
stock subscribed and paid for by eastern and western parties, as 
per certificate No. 1, at $50 per share 

For 6,360 sharas of stock issned March 29, 1866, certificate No. 2, as 
per contract, at $50 per share 

For 5,280 shares of stock issued. liiay 15, 1866, certificate No. 4, at 
$60 per share...-. 

For amount of legitimate stock found to be outstanding July 1, 
1865, in the following names : 

JohnD. Perry 995shares. 

A. Bennett 1,000 



SamL T. Glover 
Thos. L. Price.. 
C.S. Greeley.— 

A. Meier 

G. F. Filley 

J. P. Usher 

A. G. Anderson 
J. P. Devereux. . 

S. M.Edgill 

S. A. Stinson.... 



100 
5 
5 
5 
5 
5 
5 
5 
5 
1 



2, 136 shares, at $50. 



$208,000 
318,000 
264,000 



106,801 
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The Eansaa Faoifie Bailtaag Company, ^e. — Continued. 



iset. 

Not. ao 


For cfKiflcale IIo. T, dated Supt. 1. IS(I5, iBiand 1« Lsayenworlb 




»250,000 

a. COO 










Far eerUflcate No. D, (Uted Out. IS, 1886. iasnid to J. EdEsr Thom- 
■on and JoliD D. Peny, tmsteea. us per oontnlol. 2S,0M"BliBrea, at 




1B87. 
Hmr. !B 


No. sag , 1, 000 aliacaa. 


'IS 


















8,200 
For atock isEiiod to SbDemnVer. Miller &. Co., FebruBr; 2S, ISflS, 




M^^aS 






Apr. 3 


For stock Ijuiiiid to aiin8m.ker, Miller & Co., Apr. 1, ■«8, oortifl. 






uT: 


For Btook l»ued Foil. 1, IBM, lo Shoemaker, Miljer & Co., cettlfleate 




2,450,500 


Uu-. 31 


For tlie foUowing orlsinal taaoee of Block on accoDQt of Irad-Krant 

Jao. 10, 1871, filed Woto: 
Ho. ot oerliflcalaB. -w^ 


■is 

80,000 
19,000 

10,000 
10,000 
a; 000 

711,750 
<0,S50 

Bo;ooo 

10,000 

21,500 

337! 500 
1B7.2M 


























































































































































For lasne of certificate No. 68.') for 3,000 sliarefl, at tM, to Tboa. A. 




H>y 31 




100,000 


Dbo. 31 


ForthBrollowioeoHKinnliBBiiesof BtockDnaeeoontof 2d mortaago 
tKind Hn.iiscrlptIou, am per re«oiutiauordlmotora Auc. ^3. \S!Li,p- 




IffTB. 
Bepl. 30 


For oeitifioate No. l.OSB, original iBsne, to T. J. Sarthoiow on ftooonnt 




84,000 


Feb. 28 






.„"% 




812,100 
S,050 




Lesa fit attwk tsaued to partlaa lo qaaUfy tbom bb diraclora, aa par 
entn, Sept. IS, ISflO, for whicb no eertifioatos irer« givsn, 11 ahnree, 








310,050 








10,000,000 







BiMT0H,Jrawll.l8BT. 
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Q. Do you know whether these issues of stock to Thomson & Perry^ 
as trustees, were intended to be used under construction contracts, 
and delivered as part of the payment for the work of construction !— 
A. I know nothing about the issues of the stock of the Kansas Pacific 
Company excepting as they may be shown in this account. I have no 
familiarity with the accounts of that company prior to the consohda- 
tion in 1880. 

Q. You do not know, then, what consideration was received by the 
Kansas Pacific Eailroad Company for the stock issued by that com- 
pany ? — A. Ko, sir. 

• Q. From what books can we derive that information ? — A. From tbe 
general books of the company, the books from which that statement 
is drawn. 

By Commisioner Littler : 

Q. Do you mean the Kansas Pacific Company ?— A. The Kansas Pa- 
cific Company. 

Q. Where are those books f — A. They are here. I want to say, in 
that connection, that while the books of the Kansas Pacific Company 
are here, the vouchers which support the entries upon them are at 
Omaha. It would therefore be necessary either to bring the vouchers 
here or to take the books there in order to get any further details in 
relation to the capital stock account. 

Commissioner Anderson. If the books here show that this stock was* 
issued in connection with bonds in payment for construction, we proba- 
bly will require no other voucher than that mere fact, because it will 
inform us what consideration was received by the company. 

The Witness. Yes, sir ; the accounts will speak for themselves. 

Q. Does the entry in the statement you have handed me, under date 
of January 31, 1880, relating to the issue of 6, 242 shares, refer to the 
6,242 shares directed to be issued for interest on consolidated bonds 
and other indebtedness of the company in the resolution adopted at 
the meeting of January 24, 1880 ?— rA. It does. 

Q. Have you a statement of the consideration received for the issue of 
that stock, or any part of it I — A. I have. The entry and the vouchers 
filed agamst it show that $101,540 in amount of the stock was issued to 
parties holding consolidated bonds for interest due them on such bonds 
to November 1, 1879 5 and that $19,150 in amount of the &tock was is- 
sued to Mr. Frederick L. Ames for six months' interest on $383,000 in 
funding bonds. I submit a copy of a statement showing the names of 
the persons to whom such stock was issued, and the amount of each 
issue, and the amount of the consolidated bonds held by each person. 

The paper is marked " Exhibit No. 8, June 1, 1887," and is as follows: 

Eeceived of James M, Ham^ treamrety the amount set opposite our names, respecHveli/f in 
stock of the Kansas Pacific Railway in full payment for interest due on consoUiated 
bonds November 1, 1879, and not then paid* 



Names. 



Jav Gould 

Sidney Dillon 

Rhssell Sage 

F.L.Ames 

F. G. Dexter, trastee 

A.nobart,.1r 

Isaac Thatcher 

E.H. Baker 

MoeS. Lott 



Amount of 


Amonnt of 


Shares. 


bonds. 


interest. 


$2,105,475 


963,164 


1.264 


196.650 


5,000 


118 


303.000 


9,050 


181 


100.000 


3,000 


60 


70,000 


2,100 


42 


10,000 


300 


6 


20,000 


600 


12 


15,000 


450 





36,000 


*1,080 


21 



SignatnxeB. 



Jay Gonld. 

Sidney DiUon. 

BosseU Sage. 

Fred'kL. Ames. 

E. Atkins for F. G. D. 

E. H. Baker for A. H,, jr. 

E.H. Baker for LT. 

E.H. Baker. 

Moe S. Lott by Gea A. Sazer. 



OLIVER W. MINK. 
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BecHved of James M, ffanHf treasurer, the amount, <f c. — Continued. 



IS'ames. 


AiDonnt of 
bonds. 


Amount of 
interest. 


Shares. 


Signatures. 


R. TT. pArlHnA. ir - 


$20,000 
5.000 
10,000 
92,000 
15,000 
21,000 

42,000 
59,000 
20,000 
20,000 
20,000 
15,000 
45,000 

6,000 
50,000 
59,880 
30,000 


$600 

150 

300 

2,760 

450 

*630 

1,260 
1,770 
600 
600 
600 
450 
1,350 

*180 

1.500 

1,796 

900 


12 
3 
6 

55 
9 

12 

25 
35 
12 
12 
12 
9 
27 

3 
30 
36 
18 


Bussell Sage for £. H. P., jr. 
James C. Parrish. 


Jab. G.Parrish 


Geo. S. GmtiB 


E. H. Baker for G. S. C. 


Henrv Villard 


H. Yillard by Geo. A. Saxer. 


T). M. IMcrArtmi 


D. M. Edeerton. 


■R.Tfc ICAniiMl'V ,TT-rTi. 


Bobert Lennox Kennedy by W. C. 

Dnvall. 
Woerishoffer — M. J. Farwood. 


Woerishoffer 


A.Tfr Holmft«i , 


Artemas H. Holmes. 


James T. W^oodward. .......... 


J. T. Woodward by Hally. 
G. W. Perkins by Hally. 
G.IC. Dodge. 
E. H. Baker for C. J. M. 


Gteo. W. Perldns 


G.M. Dodee 


G. J.Morrul 


Dpftx©!. MorfiTftn & Co ,...^.r.^- 


Drexel, Morgan &. Co. by Geo. A. 

Saxer. 
Jay Gonld. 
C. S. Greeley. 
Myers, Bntnorford & Co. 
J.Buell. 


H. H,Goolc-...-T, 


G.& Greeley 


Myers, Batfaerford & Co 

JTamesBaell 


7.I1. Ames.............. 


3,386,005 
383,000 

• 


101.540 
19,150 


2,029 
383 


Fred'k L. Ames. 






T<MM to VMhlATinA .......... 


120,600 
90 


2,412 












120,600 





* Less $30. 

The Witness. The remaining 3,830 shares, amounting to $191,500, 
were put into the txeasury of the Kansas Pacific Eailway Company, 
and subsequently turned over to the Union Pacific Railway Company, 
tiie successor company. The stock thus turned over to the snccessor 
company forms a part of the treasury stock of the company referred to 
in my letter to the Commission, dated May 11, 1887, and was disposed 
of as stated in that letter. 

Q. Have you a statement showing tlie issue of the Union Pacific Bail- 
Toad stock, of the persons to whom the stock was issued, and the con- 
sideration received ? — A. I have, and I now submit such a statement. 

Th% paper is marked " Exhibit No. 9, June 1, 1887," and is as fol- 
lows: 

Detailed statement of the date of original issues of stock hy the Union Padfio Eailroad 

Company, amount of each issue, and to whom issued. 



Date. 




1863 
Dee. 22 



For first installment of 10 per cent, on the entire subscription 
of the company to this date, as per following list : 

Andrews, S .'. 

Ahem, S J — .............................................. 

Ashley, O.D 

BIood,H 

Baeford,H.W 

Belmont, Ans ^ 

BashnelLC.S 

Brodhead,£.C 

Bonner, G. T. d& Co 

Butler, E 

Bartholomew, Geo. M 

Boody,H.H 

Barney, D."N 

Blatohford,RM 

Bntterfleld, John * 

Blair,John I 





Amount paid 


Shares. 


into treasury 




of company. 


20 


$2,000 


20 


2,000 


20 


2,000 


20 


2,000 


20 


2,000 


10 


1,000 


50 


5.000 


20 


2,000 


20 


2,000 


10 


1,000 


10 


1.000 


20 


2,000 


20 


2,000 


20 


2,000 


10 


1,000 


20 


2,000 
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Detailed itatement of iht-AaXe q/'orijrfnal iimea of itock, ^-c — Coutiuaed. 



or first Installment at ID pBC cent, on tbe entiis Bubscriptii 
of the coinpiuivla this dale, uporfolJoHlni: liBt~(;antiiiu< 

CMaG.WL 

Clark, Edward 

Cljkrko.DDd|[e&Ca 

CootE..." 

Ciirtia,N.R 

CinooTjolinJ 

Chany,A,S 

CnuiB.J.a 

Crane, H.C 

Cooper * HewoU 

CbiIlcQden,L.B 

ConiUiE,Era»tii« 

Campbell, Allan 

DltJohn A '"'*^^;i;iII"I"Iir,III'.'I""II!""'l'.".' 

liDnoou, Sbannjm ^CO' 

DBhon^UrkiBrldBM 

Dnuham-E-W 

D»yl8,G.T.M: 

Dnnham, Jamea I, 

DorantPw.F 

Durant, Thomoa C .__ 

Ddw«,D 

DarautW'.'W , 

DndKo, WllUam E 

DofioQEB &Dyett 

Gibson. B. T. H:, 

GrinnelLM-H 

Gibson, C.D 

Groy.lLM 

GrBBwoW. GeorBo 

Gould, Cliwlea 

Gardner. fianaom -.,,, - 

IIartoon,G.B 

Harriman Jc Jerome .._,_,..., ..>■, 

Hodges, G.W 

Henry, J. E 

HDsbFd,aF 

HBYBn.F 

Hollida;, Beq 

Jomme, A.G 

JaromaLW 

■Tunes, I>avld 

Kolw»UU,0 

K&f«]imn,Honia-,..... 
KonDtB& Anmstna 

LuD^ard, ciiarlea A ... 

MoConib.H.B 

MofTiam i Bell 

UsAodreirs & Wuin.. 

M Bi well. Job nD 

MoFbeMon, William U 

McConnicX Jobn 

Megistb, James Q 

Nye,B 

Ogden, William B 

(flidjKB. George 

KattQ. W 

Pride. J. M 

Pmjnn.J.V.L 

Poor.HenryV 

Poineroy.L.C 

Quintaid.G.M 

RoBoktsua, E. H 

KanntOrd,Q.B 

RiohardB.1..8 

Hlolarda, T. P 

Eiohardj. Doan 

RnsselLO.H 

Kicklor.JohD 

Hoberta,M. 

Scott, TboiDBS A 

8GrBnton,J.H 

Stebblns. H. J., ,feSanii. 
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Detailed statement of the date of original issues of stock, tfc. — Contmaed. 



Date. 



1863. 
Deo. 22. 



1864. 
Sept 26 



Sopt 26 



Sept 27 



Oct 1 



Oct 1 



Oct 3 



Object. 



For first instaUment of 10 per o^nt on the entire sabscription 
of the company to this date, as per following list— Continned. 

Smith, PlAtt 

Sloan, Samnel 

Smith, Francis 

Smith, Geo. B 

Sweesy, William J 

Tattle, Charles 

Thomson, J. E 

Tnttle,J.T 

Train, Geo. F 

Tracy, J. T 

Tmis.'W.R 

Train, Willie D 

Tilden,WiUiam 

Thayer, Nathaniel 

Tiffiuiy&Co 

Tilden, S.J 

Taylor, Moses 

Thomson, G. A 

VanSchaick &Massett 

Winslow, Lanier &Co 

WrfRhtJ.B 

William & Gnion 

Watkinsoc, Robert 

Williams, John M.S 

Weed,Thnrlow 

Williams, N.S 

Winslow.F.S 

« Young, Briffham 

McCready,F.H 



By cash : Second installmentfon following subscription ; 

Wm.B.Ogden 

R.Watkinson 

Williams & Gaion 

Aug. Belmont 

J.Batterfleld.. 

E. H. Bosekrans 

£.Gook 



By cash : First installment, 10 per cent : 

S. Seymour 

Clark BeU 



By cash : Second installment, 10 per cent. : 
G.F.M. Davis 



By cash : Ten per cent on following new sabscription i 

C.S.Bn8hnell 

J.G.Kennedy 

Alex. Hayes 



By cash : Second installment of 10 per cent : 

J.F.Tracey 

J.O.Kennedy 

C.S. BushneU .^ 

Alex. Hayes 



By cash : Second installment, 10 per cent. : 

J.G.Durant 

W.W.Durant 

A. Koantze 

T.G.Megrath 

WfJ.^wasey , ,,,, 



Shares. 



5 
5 
1 
1 
1 

20 
30 
20 
20 
20 
20 
20 
10 
20 
10 
20 
20 
5 
20 
20 
20 
5 
10 
20 
10 
20 
5 
5 
20 



2,177 



Amount paid 
into treasury 
of company. 



$500 

500 

100 

100 

100 

2,000 

3,000 

2,000 

2,000 

2,000 

2,000 

2,000 

1,000 

2,000 

1,000 

2,000 

2.000 

500 

2,000 

2,000 

2,000 

COO 

1,000 

2,000 

1.000 

2,000 

500 

500 

2,000 



217, 700 



500 
1,000 

500 
1,000 
1,000 
2,000 
2,000 



8,000 



3,000 
3,000 



6,000 



3,000 



3,000 



10,000 
1,000 
2,000 



13,000 



1,000 
1,000 
5,000 
2,000 



9,000 



5,000 

2,000 

000 

100 
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U. S. PACIFIC RAILWAY COMMISSION. 



Detailed statement of the date of original issues of stoek, fc, — Continued. 



Date. 



1864. 
Oct 3 



Object. 



By cash : Second installment, 10 per cent.— Continued. 

J.Rickiey 

O.P.Hauford 

J. McCormick 

J.E.Henry 



Oct 28 



Nov. 15 



Nov. 15 



By cash : First installment, 10 per cent : , 

H. C.Crane, agent 

H. M. Hoxio (made in accordance with provision in Hoxie 
contract) 



By cash : Second installment, 5 per cent. 
Kobert Watkinson 



1864. 
Deo. 27 



By cash : Second installment, 5 per cent., paid on the following 
subscriptions : 

E. C. Broadhead 

H.W.Bashford 

D. Dows 

N.B. Curtis 

H. Blood 

M.H.Grinnell 

T. Haven 

Thurlow Weed 

Bansom Gardner 

Clark Boll 

J. M. Price 

G. M. Quintard 

J. T. Tuttle '. 

M. Van Schauch 

Merriam &Bell 

G.M.Gray 

H. C. Crane ■ 

A. N. Cheeny 

G. W. Pratt 

W. W. Darant 

H. C. Crane, agent 

Pickering Clark 

J. G. Butler, trustee 

C. S. Bushnell 

G. T. Bonner 

J. E. Henry 

E.Cook 

McAndrews &Mann 

S. J. Ahem 

Ed. Clark 

E. Butler 

B. F. Carra 

T. H. McGready 

W. F. Durant 

S. Andrews 

J. D.Maxwell 

N. 8. Williams 

T. P. Richards -, 

G. B. Hartson 

DeShon,Churk andB 

Clark Dodge 

Harriman & Jerome 

Samuel B. Smith 

E. H. Rosekrans 

H. M. Hoxie 

L. C.Clark 

T. C. Durant 

H. M. Hoxie '. 



By cash, being 05 per cent, balance due on subscription to cap- 
ital stock ofthis company by Brigliam Young, for 5 shares of, 
$1,000 each, milking it full paid stock 



Shares. 



20 
20 
10 
20 
15 
10 
10 
10 
5 
30 
20 
20 
20 
20 
20 
10 
40 
20 
20 
20 

250 
10 
20 

100 
20 
10 
10 
20 
20 
20 
10 
10 
20 
20 
20 
10 
20 
30 
20 
10 
10 
20 
20 
20 

250 
10 

165 
80 



1,525 



Amount paid 
intotreasoiy • 
of eompany. 



$100 
100 
100 

2,000 



10,000 



25,000 
23,000 



50,000 



500 



500 



76, SCO 



4.S00 
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Detailed efatemeut of the date of original issues of stock, tfc. — Cuntinaed. 



Date. 


' Object. 


Shares. 


Amount paid 
into treasury 
of company. 


1865. 
Jttn 20 


Bv cash. E. Cook, 15 per oent 




$1,500 

1,500 

500 


•Tftfi. 20 


Bv cash. JohnS. Henrv. 15 per cent 




May 17 
Nov. 8 


By cash, R. Watkinson, 5 per cent, on 10 ahares 




By cash,' R. Watkinson, 5 per cent, on 100 shares hold by him .. 




500 


1866. 
FAh. 17 


Bv cash. 0. P. Hlnford. 5 per cent 




50 




By cash, received from Credit Mobilier of America for account 
of installment on the following subscription to capital stock 
of this company, making the said stock 20 per cent, paid : 

iY. et. 

T.C. Durant 10 

Do 10 






Mar. 8 


20 
20 
10 
20 
20 
20 
20 
20 
20 
10 

5 
15 
20 
20 
50 
20 
20 
10 
20 
15 
10 
10 
10 

5 
30 
20 
10 
10 
20 
20 
20 
10 
10 
20 
20 
20 
20 
20 
10 
20 
20 
20 
20 
20 
20 
10 
10 
40 
10 
20 
20 
20 
20 
50 
10 
10 
115 
20 
30 
100 
25 
25 
50 
50 
50 
50 








• 


Do 10 

W. D. Train 10 

G. F. Train 10 

John A. Dix 10 


•••••• ••-••••••• 








Clark BeU 10 

J. J. Cisco ]0 

J. F. Traoy 10 

H.V.Poor 10 

C. A. Lambard .» 10 


• 




















Milo J.Burke 10 






J. M.S. Williams 10 

Charles Tnttie 10 

J. H. Scranton 10 

E. G.Brodhead 5 

H. W.Bashford 5 


















D.Dows 6 

N.B.Cnrtis 6 

H. Blood 5 




- 










M.H.Grinnell 5 






F. Haven 5 

Thnrlow Weed 5 










Rawson Gardner 5 






^ Clark BeU 5 

G. T. Bonner & Co 5 

J.E. Henry 6 

S. Cook 5 


















McAndreww A Wann -t-. .,.,..,-,,,.- 5 












B. Clark 6 










B. F. Carver : 5 






W. T. Durant 5 

S. Andrews.......... -..-- 5 


















J.D.Maxwell 5 

N.6. Williams 5 
























T. P. Ri^^hftrdff , . ...i 5 












G.T. Hartshorn 5 












D^on Clark &B 5 










Clarke Dodge &Co 5 


• 




A. W. Chenev - 5 






J. Harriman... 5 






Samuel B. Smith 5 

T.C. Durant 6 

L.G.Clark 6 




♦ 




















T.C.Durant 5 






H.M. Hoxie 6 
















Sidney Dillon 6 

O.S. Chapman.... 5 










W.T.Glldden 5 

Oliver Ames ....- 5 














J. M.S. Williams 5 
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U. S. PACIFIC RAILWAY COMMISSION. 



Detailed statement of the date of original issties of stock, ^o.-»Ooiitinned. 



Date. 



1806. 
Mar. 8 



1806. 
Mar. 24 



June 22 



July 



Aug. 18 



Object. 



By cash, received from Credit Mobilier of America for acconnt 
of installment on the following snbsciiption to capital stock 
of this company, making the said stock 20 per cent, paid : 

Perct 

Frederick Nickerson 5 

RG.Hazaid 5 

C. A. Lambard 5 

H.M.Hoxie 5 



By cash : For received from Credit Mobilier of America for ac- 
count of installments on the following subscription to capital 
stock of this company, making the same 30 per cent, paid : 

Per. CL 

Sidney Dillon 10 

O.S. Chapman 10 

W.T.GlWden , 10 

John Duff 10 

O.Ames 10 

J.M.S. Williams.. 10 

Frederick Nickerson 10 

R.O. Hazard 10 

C.A. Lambard 10 

CM. of A 10 

H. W.Gray 20 

Griswold 20 



By cash : H. C. Crane, assistant treasurer, being 30 per cent, on 
new subscription for 5,000 shares, of $100 each, to capital stock 
of this company 



By cash : For received from H. C. Crane, assistant treasurer, in 
stalments to capital stock, as follows : 

N.B. Curtis i 

T.Weed 

F. Haven 

-^Bosekrans 

R Gardner 

W. H. Grinnell , 

P.Clark 

G.T.M. Davis 

C.A. Lambard , 

J.F.Tracy 

J.J.Cisco , 

J. A. Dix 

J.E. Henry 

B.Cook , 

C.Tuttle 

T.C.Durant v 

CM. A 



Per.Ot, 

G«orge ()pdyke 20 

H.S.McComb 20 

C H. McCormick 20 

B.Ho]laday 20 

650 shares at 20 per cent., 7,450 shares at 10 per cent. 

By cash, scrip account : For amount of scrip received fh>m the 
foUowing-named parties, in parent of 70 per cent, on num- 
ber of shares standing in their names, same having been 
transferred to them by Credit Mobilier of America, being 30 
per cent, stock, making their stock full paid: 

Oliver Ames, March 29 

Oakes Ames, March 29 

James W. Grimes, March 29 

Paul Pohl, jr., April 4 

J. M. 8. Williams, April 4 

W.T.Glidden, Aprl4 

John Duff, April4 

Elisha Atkins, April 5 

WUljam H. Macy^, April 5 ,...., , 

• 



Shares. 



25 

25 

50 

150 



1775 



25 
25 
50 
50 
50 
50 
25 
25 
50 
875 
5 
20 



200 
100 
100 
200 
50 
100 
100 
100 
200 
200 
200 
200 
200 
100 
200 
100 
5,100 



200 

200 

50 

200 



650 



1,563 
449 
125 
3 
31S 
312 
625 
156 
125| 



Amoontpaid 
into treasury 
of company. 



$102,250 



127,500 



150,000 
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f>/ lit* ctaleo/origitialUtiiei oftloA, ^.— Continned. 



Ry caab, scrip BcooDDt : f of uoiroiit at acrip leceived from the 
rollowlne-D»mod partlei, Iq psyment of 70 per cent, on nnm- 
lier of BliiH¥B Blandlng Id tbelr DMDM, tame hnviDK been 
tmufatisd to them b; Cndlt Uobiller of America being 30 
per cent, atoek, makliig tbelr stock full pBid--Caatmiwd. 

K. O. Haiud, April e. 

IP.H»i»nl, Aprils 

C. A. Lunbud, Aprils. 

S. Hooper & Co.. April 10 

F. Mlcietiioll, AprfllO 

O.O.Gnj.AprU II 

Eet* H. BEksT, April IS . . 



April I 

J.B.AUcT,Aprill3 

W. D. FoAw^ April 13 . . . 
0. 8. Ch^mao, April 13.. 
a Dillon, i^ IS... 
H.aHoComb, April 
Gerargs Opdyke, Apr 



-.April 27 

H.V.'sii^^^sO.../^^^'/////.'.'.'.'.'.'.'.'. 

O.H.HoCoiiiilok, Ua;U 

L. B. Fienoh, Jong 10 

H. J. I^bert, Jbds IE 

Gontia Qflbert. June U 

Oliver Amea, JdItSS 

OalicaAineaandB.W.Qtliiiare, JdI;28 .. 

John Daa.JaljX 

J.M.S,WilUaiiW,jQly2e 

W.T.GUdden, Jutv20 

H.W.Gi»y, Jalj26..,.". 



W.D.Forbe.,.IoWM... 

J. B. Alley, July a 

Sidney DIUoD, July 38 .. 
H.&ifoComb. July 2a .. 



By caah : Amount paid In by John A. Dii for 50 ■baroB, of tlOO 
eaoh. anbsaribed lor him thi>dti;,inal[lDg the same full paid. 



:. on uomber of ahares sU 
been tranaferred to them 



KO-Haiard, AuguBta. 

CtaarleaM. Hall. August 10... 
O. B. Uhapmaii, AngDSt 2B — 
J.&udvdl, Angnatao... 
R£.Bat — °— ' — ** — •" 



EBatsB, September 18 

uiauBW.QrimeB.SsptemberlO .. 
B.Hcoper& Co., September 10.— 

Horatio Gilbert, Saplamber IS 

Hontio J. Gilbert, September 10 . . 
T. Hlekeraan, Swtemlier 10 



Pobl, ■ 

Jnseph Nic 
H. S. MaComb, 



By eaoh : Beceived from Credit Mobl^ie 



ment of 30 per Dent ' 



■KS'i; 



,_ jubscriptiun lo capital stock of 2,000 

bTthemalstinetant 

if Borip received from Tbomaa C. DnrBnt, 
' ' ' 'ilBBabsoriptiOB for 



iMiDg'tbranlnstolbnentof 35 pec 

12,DW Hharea of the atook of thee — , — j, — ~ 

ty oub : For amonnt paid by Charlea Tattle on ZSd in 
Wng payment In full on hla aabMriptkia for 30 aharea < 
capital Btook of this cmnpaDy.. .—.•..■. 

66 P B 



8,70) 
17,500 
4,410 



388,010 
SO, 000 
300,000 

looa 
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U. S. PACIFIC RAILWAY COMMISSION. 



l>f tailed aiatemcnt of the date of original issues of stock, 4^^, — Continued. 



U»|4>. 



1HQ6. 



IHhv ai 



ihhv ai 



IKhv. ai 






4r 



Object. 



By oAMh : For Amount of iiist-allmout of 5 {ler cent on capital 

iittM'k of bin Hubiioription 

IW OAMh: For 8iilwcription, thiH duT, to capital atock bj the 
'( -rodit Mobilior of Amorioa, for 1»*1U2 shares, of $100 eaoh, 30 

|M>r rent iwiU 

Wy caah : For 5 pt«r c-enU iQHtallinoQt received from Cre<Ut Mobi- 
lier of America on sultscription of 12.000 sbares made by T. C. 
Durante on which 25 percent, was }taid, this installment making; 

themuneao per cent, stock 

Uy caah, for :U) pt«r cent« installment on new snbscriptioii of 
rretiit Mobilkxr of America for 19.2t)0. on which they paid upon 

1tt,l^ shart^s, U^avinie 8 shares now received 

lly acriiv (\>r 70 iH'r cent, on 24,4U4 shares capital stock paid in 
this di^v : 

»l<4»n l>utr 

8.inUon 

a.1iI.S.\VillUma 

OUvwAwea 

KK» Ratw 

J«4in a Alley 

\\MVV\*rbea 

It t^Uber» 

i\ a. Mci\mnick 

Klisha AtUas v 

ltS.Mc<\^b 

r I'^l ir 

ThMMas rCickev^Hi 

R D Stuart 

KvUa«aia 

iM^. TY*i» 

WUIiMMaJ^ tUk« 

CS.I)»sliMel)... , 

J . H. SorMnUMk _ 

iXftviil JI^Mne* , f 

OslWVaiie 1 



Shares. 



1.2S0 

620 
3,1^ 



500 

100 
IS 



Amooiit ptid 
intotreisaiy 
of oofflpioy. 



$500 
575,760 

60,000 
240 



312 
550 

100 
5 



IS 






i5«.\Vt*w^x 

Ov.r.t'MiM 

O- \ liMaVai^ 

\X ^C^kl^WMM 

> NKViHri*«fc ... . 
V. Nxiy<ri»«n .. . .. 

\\tX»i. Xtt^^ ... . 

> \, \^^^ . . 

.» 5^ft^*vij; 

^. ^P^ V^rw*,^ ^ 

^ ^^ x>-%i»N 

5 O* hV#/?«»i . . . 
*;^ 4^Mv<k . _ . 



1. 



n 



- ■*<, ■* V ^ ^ 



k "^ ^^ — «« ^ m^^^^m^^ 



- ■*. . ^» ^ -- - ^ t^^^^^^ 



■ 'l»^l«^^^»^» 



w I.n4.5» 



',' 






>«H. _ ^ ...^..,..., . ^. ., 

*^ ;r^*iMiv •»•*<*. ii ).-« t.iti ti.i». (*i,^. 



a. lit 
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Detailed statement ef the date of original iaauea of stock, tfc. — Continued. 



». 



7. 



29 



10 

28 
31 



20 
15 



17 



18 



20 



34 



Object. 



By sDrip : 

Scrip reoeiyed from Credit Mobilier of America to make the 
foUowifig stock 30 per cent, paid : One thousand fbur hun- 
dred shares Credit Mobilier of America, 10 per cent, paid, 
paid 20 per cent ^ 

Less OTorpayment as follows : 

£. H. Bosekrans, 200 shares, 5 per cent $1,000 

Credit Mol>ilier of America, 200 shai-es, 5 per cent. . 1, 000 
Credit Mobilier of America, 250 shares, 10 per cent. 2, 500 



By scrip, for amount scrip surrendered by John E. Henry, being 
15 per cent, on 100 shares standing in his name, making same 
30 per cent, stock 

By scrip, amount received fh>m B. B. Chittenden, being 20 per 
cent, on 10 shares, making same 30 percent 

By scrip, for amount received from Morris K^tcham, being 20 
pet cent, on subscription of 20 shares, making same 30 per 
cent, paid <... 

By sundries : 



By scrip «4*...^ik..^...... ^^.......4 4. 

Credit Mobilier of America, for amount paid in this day fol- 
lowing subscriptions 



V. W.Shipmen, 20 shares, 20 per cent 

D. W. Barnes, 20 shares, 20 per cent b..^... 

C.RShelden, 15 shares, 20 per cent 4 ., 

W. BiOgdcB} 6 shares, 10 per cent ...s. 4..4i 

O.D.Ashley, 20 shares, 20 per dent .. 4 *... 



Making same 30 per cent 



By Credit Mobilier of America, for amount paid this day on ac- 
oouBt following stock : 

£. Y. W. Shipman, 10 shares. 20percentl 

A. Campbell, 5 shares, 20 per cent 4 «. 



Making same 30 per cent, paid 
By oashi capital stock, B. Kally 



By cash, capital stock, sundries : 

Fraiiei8Smith....4»4 4.4 

Sarauel81oan...4..44..4 

Cornelius Mead 



By cash, cash to sundries, capital stock on account : 

James BartUiish, 20 shares, 20 per cent 

J. F. Cbamberlan, 30 shares, 20 per cent 

G. W. Cass, 5 shares, 20 per cent.. 4. .4. ^.4 ^.. 

tT. F. I^unot 5 shares, 20 per cent 

J. B. Thompson, 5 shares, 20 per cent 

J. Ulrioh, 66 shares, 20 per cent 

Silas Seymour, 30 shares, 20 per cent 4 * 

Q, A. Thompson, 5 shares, 20 per cent 



By cash, cash to sundries, capital stock on account. 



By cash, capital stock : 

Tifiany & Co., 10 shares, 20 shares. .... 

A. G-. Butler, 10 shares, 20 pef cent 

W. S. Dodge, 20 shares, 20 per cent. . . . 

D. A. Carrington« 20 shares, 20 per cent. 

G. W. Hodges, 20 shares, 20 per cent. 4 . 

' F. S. Winston, 5 shares, 20 per cent 



By cash: 

Clark BeU, 20 shares, 10 per cent. 
Clark B^ 10 shares, 20 per cent. 



Shares. 



Amount paid 
into treasury 
of company. 



$28, 000 



4,500 



23,500 

1,500 
2,000 

4,000 

1,970 

13, 530 



4,000 
4,000 
3,000 
500 
4,000 



15,500 



2,000 
1,000 



3,000 
4,000 



200 
1,000 
4,000 



5,200 



4,000 
6,000 
1,000 
1,000 
1,000 
13,000 
6,000 
1,000 



33,000 
4,000 



2,000 
2,000 
4,000 
4,000 
4,000 
1,000 



17,000 



2,000 
2,000 

4^000 



I in. 
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U. S. PACIFIC RAILWAY COMMISSION. 



Detailed statement of the date of original issues of stock, ^c. — Cootinaed. 



Date. 



1867. 
Deo. 27 



Dec. 28 

1868. 
Jan. 4 



Jan. 31 



Feb. 27 



AprU 7 



June 17 
July 3 
July 9 



Sept. 16 



Deo. 30 

1868. 
Feb. 17 


Oct. 


26 


Nov. 


3 


Nov. 


26 


Dec. 


18 


1870. 
Jan. 11 


Jan. 


25 


Feb. 


11 


Feb. 


18 


July 


29 



Olideot. 



By cash: 

Alex. Hay, 20 shares, 10 per cent 

A. (3t. Jerome, 20 shai'os, 20 per cent 

W. Tilden, 10 shares, 20 per cent 

Henry Blood, 5 shares, 20 per cent 

James C Kennedy, 10 shiures, 10 per oent. 



By cash, capital stock, E. Cook : 

J. E. Henry, 100 shares, 15 per cent. 



By cash, capital stock : 

Contractors, 22,960 shares 

Credit Mobilier of America, 15,881 shares, at 70 per cent. 
B. F. Grordon, 5 shares, at 90 per oent 



By cash to capital stock : 

T. C. Dnrant 

J. O. Megrath 



By cash to capital stock : 

August Belmont, 80 per cent, on 10 shares 
L. W. Jerome, 90 per cent, on 20 shares. . . . 
W. B. Travers, 90 per cent, on 20 shares .. 

G-. B. Smith, 90 per cent, on 1 share 

John Bickley, 80 per cent, on 1 share 



By cash to capital stock : 

S. C. Pomeroy, 90 i>er cent, on 5 shares. 
O. P. Hurford, 75 per cent, on 1 share.. 
A. Kountze, 80 per cent, on 3 shares . . . 



By cash to capital stock, Bei^amin E. Bates, treasurer. 
By cash to capital stock, contractors, 25,000 shares . ... 
By cash : 

B. E. Bates, trustee for contractors 

J.J.Crane 



By cash : 

John Butterfield . . 
Bansom Gardner . . 
Moses H. Oiinnell. 



By cash, H. C. Crane, assistant treasurer, 75,000 shares 

By cash, H. C. Crane, assistant treasurer, subscription 40,000 

shares «.«•..•-•».•.»•••..«•.•••-•••...•■•.•.•■•••..«•.««..«.«•« 
By cash, B. E. Bates, treasurer of trustees, subscription 10,000 

shares 

By cash, John A. Bice, assistant treasurer of trustees, snbscrip* 

tion 10,000 shares 

By cash, B. E. Bates, treasurer of trustees, subscription lO.OQD 

shares 

By cash, B. E. Bates, treasurer of trustees, subscription 10,000 

shures 



By cash, B. E. Bates, treasurer of trustees, subscription 10,000 

shares «. 

By cash, B. E. Bates, treasurer of trustees, subscription 10,000 

shares 

By cash, B. E. Bates, treasurer of trustees, subscription 20,000 

shares 

By cash, B. E. Bates, treasurer of trustees, subscription 10,000 

shares 

By cash, B. E. Bates, treasurer of trustees, subscription 30,000 

shares 



Shares. 



Amount paid 
into treasury 
of compaay. 



$3,000 
4,000 
2,000 
1,000 
1,000 



10,000 



1.500 



2,296,000 

1,111,670 

4,500 



8,000 
800 



8,800 



8,000 

18,000 

18,000 

900 

800 



45,700 



4,500 

750 

2,400 



7,660 
1,500,000 
2; 500, 000 

300,000 
4,600 



8.000 
3,500 
7,000 



18,500 
7.500,000 



4.000,000 
1,000,000 
1,000,000 
1,000.000 
1,000; 000 

1,000; 000 
1,001^000 

2; 000; 000 

1,000,000 
8,000,000 
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Date. 


Object. 


Shares. 


Amonnt paid 
into ti-eaoury 
of company. 


1864. 
Nov. 11 


Capital stock debtor to cash : 

For amount paid Robert WatkinsoD, being 10 per cent, on 
his sabsoription paid by Iiim in error on second instali- 
menL new calL made for 5 per cent., and naid by him 




$1,000 
2,000 


186& 
Jaly 30 


Capital stock debtor to cash : 

I^r repaid 10 per cent, installment on stock, 20 shares, in 
name of H. S. McComb, being amonnt overpaid, 18th in- 
stant - 






Total 









3,000 






86, 762, 300 









The Witness. The form of the entries on the books of the company 
indicate cash payments in all cases. The connection of the subscrip- 
tion by the Credit Mobilier, by H. 0. Crane, assistant treasurer, by 
Opdyke, McComb, McCormick, HoUiday, and by all other persons 
whose names appear after 1866 with the construction contracts of the 
road, will be disclosed by an examination of the contrac);s and amounts 
maturing thereunder, and are not within my personal knowledge. My 
recollection in relation to the capital stock account is that the books 
show that the stock was paid for in cash, with the exception of a small 
amount that was paid for in scrip of some kind. 

ISSUES OP STOCK. 

The two statements just produced, Exhibits 7 and 9 of this date, 
cover the issue of $36,762,300 in the stock of the Union Pacific Railroad 
Company, and of $10,000,000 in the stock of the Kansas Pacific Railway 
Company. 

In addition to those, the Denver Pacific Railway and Telegraph Com- 
pany had issued $4,000,000 of its stock. The consideration for which it 
was issued is not within my personal knowledge, and must be derived 
from an inspection of the books and construction contracts. 

TOTAL STOCK OP UNION PACIFIC RAILWAY COMPANY. 

The aggregate amount of these stocks, $50,762,300, was fixed upon 
as the capital stock of the Union Pacific Railway Company, the succes- 
sor by consolidation. The new corporation accordingly exchanged its 
new stock for the respective issues of the constituent corporations, on 
the terms stated in the consolidation agreement. This completes the 
explanation of the issue of $50,762,300 of the present stock of the Union 
Pacific Railway. 

ISSUE OP STOCK IN 1881. 

In 1881 a further issue of $10,106,200 was made by the Union Pacific 
Railway Company, a detailed statement of which is now submitted. 

(The witness produced the statements referred to, which were marked 
respectively Exhibits 10 and 11, June 1, 1887, but which are not entered 
at length in the record.) 

Q. Do your books show, as a matter of fact, all of the last-mentioned 
stock was, in fact, issued against cash, and that the company, in fact, 
received for this stock the whole par value thereof, to wit, $ 10,106,200 1 
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FOR WHICH THE COMPANY BBAI^ITOH CA^. 

A. The books show that the company did receive the amoant in cash. 

Q. Do you know whether this stock was issued in connection witli 
any construction contract or purchasing contract to which the parties 
subscribing for the stock were parties ? — A. No, sir ; it was not. 

Q. The money then realized actually went into the treasury of the 
company, without commitment or entanglement by rea€K>n of pending 
contracts, and was applied by the company ju such manner as the books 
will showt — A. It was. The money received from this stock was 
largely used during the year 1881 in the development of our brancli 
lines, and its application is shown in general by the ohange in our in- 
vestment account, which, at the commencement of 1881, amounted to 
$22,043^127.89, and at the close of that year amounted to $34,359,888.49. 
The principal subjects of expenditure during the year, to which this 
money was applied, was as follows : 

WHICH WAS APPLIED AS FOLLOWS: 

MUes. 
The extension of the following lines : 

Utah and Northern ,-,.., ^., ,... (i5A 

Omaha, Niobrara and Black Hills ^ u--. ^^a 

Echo and Park City..l 5 

Julesburg Branch 151^ 

Greeley, Salt I*ake and Pacific ISrfg 

Bonlder line ,--.-- ^j 

Denver, South Park and Pacific 33 

Making a total of 265^ 

In addition to these lines grading was done in advance of track laying (exclud- 
ing the Oregon Short Line) to the extent of about .-- 149^*0 

As is shown in our report for J881, at page 14,. The Oregon Short Line 
was constructed through the issue of its own securities, 

Q. Do you know whether all this work was done under the construc- 
tion department of the Union Pacific Eailroad ? — A. Yes, sir; Ilielieve 
it was. 

Q. From what books can we get the account of that constraction, 
showing the parties to whom the money was paid, and who were the 
parties in interest under the contracts? — A. From the books of the 
Union Pacific Company at Omaha. 

Exhibits Nos. 10 and 11 show certain details relating to the subscrip- 
tions to our stock. The paper I now produce is a recapitulation show- 
ing the actual issue of the stock with the amounts and dates, 

[Thepaper is marked " Exhibit Ko. 12, June 1, 1887,'^ and is as follows: 

. The Union Pacific Railroad Company — Statement of debits to installment a^icount. 
Dr. 

1881. 
Mar. 31. To capital stock : Amoant of new full-paid stock issued to snbscribers : 

March 23, 1881 $13,800 

March 2.5, 1881 < 123,700 

March 26, 1881 78.000 

March 28, 1881 5&0OO 

March 29, 1881 1.180,000 

March 30, 1881 990^960 

March 3l, 1881 2,220.700 

$4,588;150 

April 1. To capital stock : Amonnt of new full-paid stock issued to subscribers 2L40&3M 

2. Bo 30IL450 

4. Do 146^409 

5. Do ItJ^MI 
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The Uman Pacifio Railroad Company^ Statement of debits, ^e, — Continued. 
Dr. 

188L 
AdtU 1. To capitAl stock: Amount of new full-paid stock issued to subscribers — Continued. 

(J. Do $245,300 

7. Do 7,100 

a Do 172,900 

9. Do 898,700 

12. Do 7,800 

13. Do 3,300 

14. Do 18,050 

15. Do 134,700 

16. Do 4,700 

18. Do 15,800 

la Do 200 

ao. Do 

April 19, 1881 22,700 

April 20. 1881 4,100 

April 21, 1881 1,700 

April23,1881 48,400 

April 25, 1881 900 

April 28, 1881 4,100 

April 29, 1881 600 

82,600 

May 12. To capital stock : Amount of now fall-paid stock issued to subscribers: 

May7,1881 100 

May 10, 1881 3,000 

May 12. 1881 635,500 

638,600 

13. To capital stock : Amount of new full-paid stock issued to subscribers 4. 000* 

31. Do , 

April 22, 1881 4,500 

April26,1881 1,200 

April 30, 1881 500 

Mi^3,1881 200 

May 9. 1881 100 

May 10, 1881 4,100 

Mayl2,1881 20,000 

May 20, 1881 100 

May 24, 1881 100 

30, 800 

JuBe 13. To capital stock : Amount of new full-paid stock issued to subscribers 4, 000 

Jqly 3(k Do 201,000 

30. Do 

July 7, 1881 100 

July 11, 1881 .56,600 

July 14, 1881 10,800 

July 26, 1881 68,500 

126, 000 

Aug. 31. To capital stock : Amount of new full-paid stock issued to subscribers 50 

31. Do 100 

Oct & IV> 10,000 

31. Do 37,900 

1882. 

July 31. Do 

December 17, 1881 *. 100 

January 17, 1882 100 

200 

10, 106, 100 

The Witness. I also submit a statement showing the dates of con- 
version of the stock of the constituent companies, and the date of issue 
of the $10,000,000 increase in 1881, the total amount of which state- 
ment represents the present capital of the Union Pacific Eailway Com- 
pany, namely, $60,868,500. 

(The paper is marked "Exhibit 13, June 1st, 1887," but is not entered 
at length in the record.) 

Q. Have you a detailed statement of dividends declared or paid to 
stockholders'? — A. Yes, sir. I submit a statement of the dividends 
declared by the Union Pacific Railroad Company prior to the consoli- 
dation, and by the Union' Pacific Railway Company since the consoli- 
dation. 
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[The paper is marked " Exhibit No. 14, June 1st, 1887,^ and is as fol- 
lows :] 

The Union Pacific Bailway Company, — Statement of dividends paid by the Union Pw^ 
Railroad Company and the Union Pacific Bailway Company to April 1, 1884, as shm 
hy the company^s hooks. 



Date. 



1875. 
July 1 
Oct 1 

1876. 
Jan. 1 
April 1 
July 1 
Oct 2 

1877. 
Jan. 1 
April 2 
July 2 
Oct. 1 

1878. 
Jan. 1 
April 1 
Oct. 1 

1879. 
Jan. 1 
April 1 
July 1 
Oct 1 

1880. 
Jan. 1 



1889. 
April 
July 
Oct 

1881. 
Jan. 
April 
July 
Oct 

1882. 
Jan. 
April 
July 
Oct 

1883. 
Jan. 
April 
July 
Oct 

1884. 
Jan. 
April 



Company. 



The Union Pacific Bailroad Company. 
do 



.do. 
.do. 
.do. 
.do. 

.do. 
.do. 
.do. 
.do. 

.do. 
.do. 
.do. 

.do. 
.do. 
-do. 
.do 

.do. 



The Union Pacific Bailway Company. 

do 

do 



.do. 

.do. 

do. 

.do. 

do. 
.do. 
.do. 
.do 

.do. 
.do. 
.do. 
.do. 

.do. 
.do. 



Total 



Bate 
per cent. 



H 
2 

2 
2 
2 

2 

2 
2 
2 
2 

2 
2 

H 

1{ 
Ij 
h 
ij 

n 



n 

n 

ii 
li 

ii 

If 
If 



Amount paid. 



$551,175 00 
734,900 00 

734,900 00 
734,900 00 
734,900 00 
734,900 00 

734,900 00 
734,900 00 
734,900 00 
734,900 00 

734,900 00 
734,900 00 
551,175 00 

551,175 00 
551,175 00 
551, 17!; 00 
551,175 00 

551,175 00 



11,942,125 00 



761,434 50 
761,434 50 
761,434 50 

761,434 50 

883,340 25 

1,058,402 63 

1,064,197 75 

1,065,193:10 
1,065,197 00 
1,065.197 00 
1,065,197 00 

1,065,197 00 
1,065, 197 to 
1. 005, 197 00 
1,065,197 00 

1,065.197 00 
1,065,197 00 



16.708,64513 



28,050,770 13 



(yOMPTROLLER's OFFICE, Botton, May 10, 1887. 

Q. Were any dividends whatever declared by the Kansas Pacific 
Company or the Denver Pacific Company before the consolidation ?^ 
A. I believe not. 



DIVIDENDS DECLARED BY BRANCH LINES. 

Q. What dividends, if anv, have been declared by the branch lines of 
the Union Pacific Railway ?~ A. The Colorado Central and the Utah and 
Northern Companies have paid small dividends. The Central Brnch 
of the Union Pacific Eailroad Company has also <leclared and paid two 
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dividends. One on KTovember 2, 1885, for 5 per cent., or $50,000, and 
another on December 20, 1886, of 10 per cent., or $100,000, together 
making $150,000. The Utah and Nevada Kailroad Company has also 
paid a dividend. In the case of the Utah and Northern, the' Colorado 
Central, and the Utah and Nevada Companies, the Union Pacific Com- 
pany is the owner 'of nearly all the stock. The Montana Eailway Com- 
pany has also paid one dividend. That is a little road away up at the 
end of the Utah and Northern track. It was built under a separate 
charter. It has no mortgage debt. I believe that statement covers all 
the dividend paying properties. All income received from investments, 
including those before referred to, is stated in detail in the company's 
accounts. The current income also appears in detail in our more re- 
cent reports. 

Q. Can you state the amount of the earnings of the Union Pacific 
Bailroad Company, of the Kansas Pacific Eailroad, and of the Denver 
Pacific Eailway, arising from transportation for the United States Gov- 
ernment, and also the earnings of the Union Pacific Eailway, and of 
the branch lines of your system, showing by such statement the total 
amount of money earned for transportation from the United States 
Government from the time of the inception of the business down to the 
present time? — A. The actual detail of the amounts earned appears in 
full on our books at Omaha, but I submit an approximate statement of 
the amounts drawn from our reports and records here. 

[The paper is marked "Exhibit No. 15, June 1, 1887,'' and is as fol- 
lows :J 

Union Pacific Railway Company^ Memorandum in relation to United States tranaportor 

tion, ( Approximate. ) 

UNION DIVISION. 

Amount paid in cash to Union Pacific to June 30, 1878 $2, 367, 905 65 

Same sum carried to interest account to June 30, 1878 2, 367, 905 65 

Amount found to be due in cash June 30, 1878 2,534,792 81 

Same sum applicable to interest account June 30, 1878, Ex. Doc. Son., 

48th Cong., No. 124 2,534,792 81 

Union Division transportation, July to December, 1878, Ex. Doc. Sen., 

48th Cong.^ No. 124 483,650 10 

Union Division transportation, July to December, 1879, Ex. Doc. Sen., 

48th Cong., No. 124 943,734 70 

Union Division transportation, July to December, 1880, Ex. Doc. Sen., 

48th Cong., No. 124 1,098,660 14 

1881 1,162,949 65 

1882 1,139,709 38 

1883 1,043,957 69 

1884 1,079,696 18 

1885 949,719 21 

. 1886 963,873 62 

Total 16,303,441 94 

Deduct cash payments * 14,740 64 

16,288,701 30 

KANSAS DIVISION. 

To Decemt>er 31, 1878, paid in cash $1,112,358 77 

To December 31, 1878, interest account, &c 2,415,551 75 

1879 158,236 68 

1880 235,003 43 

1881 215,725 24 

1882 185,038 04 
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1883 1135.907 47 

1884 163,«»96 

1885 14ft,583 23 

1886 131,91913 

Total 3,790,334 93 

Deduct cash payments 32,55412 

3,757.780 51 

SUMMARY. ====== 

Uuion Divi8iou, trauaportation as per annexed statement , ^6,288,701 30 

UnionDivision, cash, July 6, 1881 (69,358 83 

June 24,1884 718,814 60 

ApriI16,1885 916,704 02 

December 4, 1886 155,246 59 1,860,124 04 

18,148,825 34 
Kansas Division 3,757,780 51 

21,906,605 85 
Interest collected on United States sinking fund 572, 891 61 

22,479,497 46 
Leflger account, December 31, 1880 22,459,727 56 

Difference 19,760 90 

Boston, Jii«e 1, 1887. 

CREDITS THE UNION PACIFIC IS ENTITLED TO. 

The Witness. Iflud that to June 30,1878, the United States paid to 
the Union Pacific Railroad Company, in cash, $2,367,905.65. I assume, 
therefore, that the same amount was retained by the United States aud 
applied on the bond and interest account, because, under the terms of 
the act, it was only lialf the transportation that was payable to n8,tlie 
other half being reserved for the account mentioned. To the same date, 
namely, June 30, 1878, there became due to the company, in addition 
to the amounts paid, $2,534,702.81. This amount is included in various 
recoveries in suits brought in the Court of Claims, in which the Union 
Pacific Eailroad was plaintiff against the United States. The numbers 
of the cases are as follows : 9,830, 10,899, 11,901, and 12,515. Tli^e amount 
I now refer to has been examined by the Commissioner of Railroads, 
passed by him, and allowed in our settlements. I assume that an equal 
amount was also retained by the United States and applied on the bond 
and interest account, as the amount before mentioned represeiits solely , 
the half transportation which we claimed in the cases before mentioned 
to be payable to us, all of it having accrued, or having become due, 
prior to June 30, 1878. 

Prom the 1st of July, 1878, to December 31, 1878, the company was 
entitled to credit for transportation to the amount of $483,650.10. This 
amount has been adjusted with the Eailroad Commissioner. We were 
given credit in that year, in the settlement, for that sum. Being sub- 
sequent to the Thurman act, this amount represents the whole trans- 
portation services on the Union Pacific division for the period named. 
The credit appears in the Report of the Commissioner of Railroads, at 
page 14. 

In the same way, for the year 1879, the company became entitled to 
$943,734.70. This credit appears in the same Report of the Commissioner 
of Railroads, at the same page. 

For the year 1880, the company became entitled to credit for $1,008, 
660.14. The amount of this credit appears in part ($1,016,079.23) in 
the same Report of the Commissioner of Railroads, at page 15, and in 
part ($82,580.91) at page 16. 
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tn the year 1881, the company became entitled to a credit for $1,162,- 
049.65. These credits appear in the report of the Commissioner of Eail- 
roads for 1882, at page 34, in two items, namely, $1,012,316.62 and 
$160,633.03. 

In the year 1882, the company became entitled to a credit for $1,139,- 
709.38. These credits appear in the Report of the Commissioner of Rail • 
roads for 1883, in two items, one on page 28, for $932,975.41, and the 
other on page 29, for $206,733.97. 

For the year 1883, the company became entitled to credit for $1,043,- 
957.69. Of this sum, $960,502.46 is shown in the Report of the Com- 
missioner of Railroads for the year 1884, page 27, and the balance of 
$83,455.22 is shown in the same report, on page 28. 

For the year 1884, the company became entitled to credit for $1,079,- 
696.18. Of this amonnt, $765,559.65 is taken up to our credit in the 
Report of the United States Commissioner of Railroads for 1885, at page 
11 5 and the balance, of $314,136.53, is put to our credit in the same re- 
port, at page 12. 

In the year 1885, the company became entitled to credit for $949,- 
719.21. Of this amount, $674,646.18 is taken up to our credit in the 
Report of the Commissioner of Railroads for 1886, at page 6. The bal- 
ance, of $275,073.03, does not appear in the Commissioner's report. It 
represents the earnings on the non-aided line of the Union Pacific 
system for that year, retained by the Treasury Department and allowed 
us in settlement by the Secretary of the Treasury. This amount was 
not settled between the company and the Commissioner of Railroads, 
but it was abjusted between the company and the Treasury Department 
I produce a letter from Hon. Charles S. Fairchild, Secretary of the Treas- 
ury, dated December 4, 1886, in which this matter is adjusted, and he 
enumerates the various transportation charges for branch lines, amount- 
ing in all to $377,763.90. The settlement, as far as it has progressed with 
the Commissioner of Railroads, left an apparent amount due from this 
company, under the terms of the act applicable to its earnings, which 
amounted to $533,010.49. After deducting the amount of $377,763.90, 
adjusted as before stated, there remained a balance of $155,246.59, which 
was paid in cash by the company on December 4, 1886. 

It follows, therefore, that the whole of the item for 1885, amounting 
to $949,719.21, has been adjusted between the company and the Govern- 
ment. That is to say, the $674,646.18, allowed by the Commissioner of 
Railroads, and the $275,073.03, allowed by the Secretary of the Treasury, 
amount to $949,719.21. The amounts allowed by the Secretary of the 
Treasury, as appears from his said letter, December 4, 1886, aggre- 
gated $377,763.90. This allowance includes $ 102,690.87, which belonged 
to the Kansas division, and is not included in the figures given for 
1885— that is, $949,719.21— for the Union division. 

For the year 1886 the company became entitled to credit for $963,- 
873.62. This is the amount as it appears on our books, but has not 
yet been adjusted with the Government. It includes the earnings for 
transportation of the branch lines. The total so far for transportation 
amounts to $16,303,441.94. This embraces all the transportation taken 
up to the credit of or claimed for the Union Pacific division to December 
31, 1886, and includes the branch line transportation to that period, but 
does not include the Kansas Pacific division at all. 

The company has also received from the Government, through sun- 
dry small ca«h i)ayments, made for branch-line services, the sum of 
$14,740.64, leaving the balance on this account for transportation earn- 
ings $16,288,701.30. On the Kansas division, in the statements which 
were furnished to me from Kansas City, covering all Government trans- 
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portation accounts to December 31, 1878, the total amount of transpor- 
tation was shown to be $3,527,910.52. There has been paid to the com- 
pany in cash on account or these transportation accounts $1,112,358.77, 
the balance, $2,415,551.75, having been retained and applied on the 
bond and interest account. This amount of $3,527,910.52 represented 
all transportation done by the Kansas Pacific Company from 1866 to 
December 31, 1878. 

In a similar statement for the year 1879 the total amount of trans- 
portation isishown for that year to have been $158,236.68. No money 
payments were made on this account. 

Q, Can you refer us to where it has been adjusted ? — A. I can. It is 
in the report of the Commissioner for 1881, at page 17. 

The statement to December 31, 1878, shows that of the $3,627,910.62 
$2,160,402.50 was payable to the company in cash. This represented 
one-half of the earnings on the road east of the 394th-mile post, all of 
earnings on the road west of the 394th-mile post, and all of the earnings 
on the Leavenworth branch, Arkansas Valley, and the Junction City 
and Fort Kearney branches. On account of the $2,160,402.50 payable 
to the company in cash the Government has paid but $1,112,358.77, 
leaving the cash balance due to the Kansas Pacific Company at that 
date of $1,048,043.73. 

For the year 1879, out of transportation earnings amounting to 
$158,236.68, there was payable in cash $107,713.89, on account of which 
the Government had paid nothing. There was, therefore, due the Kan- 
sas Pacific Company on December 31, 1879, a cash balance of $1,155,- 
757.62. On the other hand, the Government was entitled to 6 per cent 
of the net earnings of the Kansas Pacific road, which for the period 
from November 2, 1868, to November 1, 1879, amounted to $388,621.32. 
There was, therefore, a cash balance due to the Kansas Pacific, in ex- 
cess of the 5 per cent, obligation, of $767,136.30. This balance is taken 
up to the credit of the comi^any in the report of tlie Commissioner for 
1881, at page 17. This result was reached by the Commissioner of 
Bailroads, after adjusting the prior accounts at the figure and in the 
manner before stated by me. 

For the year 1880 the company became entitled, on account of its 
Kansas Pacific division, to credit for $235,003.43, Of this amount the 
company was entitled to credit for the portion thereof payable in cash, 
$170,455.05, and the credit for this amount appears in the Keport of the 
Eailroad Commissioner for 1881, at page 17. 

The balance of this transportation, $64,548.38, consists of one-half of 
the transportation for that year on the aided road, and is applicable to 
the bond and interest account. These figures must have been adjusted 
by the Government as above, in order to reach the cash portion of the 
transportation as adjusted in the Eailroad Commissioner's account. 

The company became entitled to credit in 1881 to the amount of 
$215,725.24. This amount is shown to have been adjusted by the Rail- 
road Commissioner from the entries appearing at page 35 of the Report 
of 1882. It appears on that page of the report that the cash portion of 
the company's transportation in 1881 amounted to $150,845.25. The 
bond and interest account, being one-half of the subsidized earnings, 
$29,867.75, and also one-half of the subsidized mail earnings, $35,012.24, 
make together $64,879.99, which sum, being added to the cash portion 
as above stated, $150,845.25, gives the aggregate, $215,725.24. The 
figures for the transportation, contained in the same page, $253,239.41, 
exceed the amount above stated, for the reason that the report is made 
from November 2, 1880, to December 31, 1881, including fourteen 
months. 
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' For the year ending December 31, 1882, the company was entitled to 
a credit on account of the Kansas Pacific division for $185,038.04. This 
item was a^usted by the Commissioner of Eailroads, and appears in his 
Beport for 1883, at page 30. The cash portion due the company for 
transportation for that year was $127,580.91. The balance of $57,457.13, 
namely, one-half for transportation on the aided roads, was applicable 
to the bond and interest account. The figures showing this amount 
appear on the same page, one-half the subsidized passenger freight and 
express earnings, $16,004.74, and one half mail earnings^ $41,452.30. 

For the year 1883, on account of the Kansas Pacific division,.the com- 
pany became entitled to $135,907.47. This amount was adjusted by the 
Commissioner of Eailroads, as appears from his report for 1884, at pages 
28 and 29. The Government earnings on the main line are stated at 
$132,387.61, and on the Leavenworth branch at $3,519.86. The aggre- 
gate of those two sums is the amount stated, $135,907.47. 

For the year 1884, the company became entitled, on account of Kansas 
Pacific division, to a cre<lit of $163,429.96. This amount was adjusted 
by the Commissioner of Eailroads, as appears from his Eeport for 1885, 
at page 16, where the amount of transportation for that year on the aided 
lines is stated at $101,016.29, and on the non-aided lines at $62,413.67, 
the aggregate of which sums is the amount above stated, $163,429.90. 
The statements of Kansas Pacific division transportation from the year 
1880 to the year 1885, as above explained, also appears to have been 
adjusted by the Commissioner of Eailroads, as appears from the state- 
ment contained at page 15 of the Eeport of 1885^ the addition of the two 
items entered for each year applicable to the aided and non-aided por- 
tions of the lines giving the results above stated for the respective years 
1880, 1881, 1882, 1883, and 1884. 

For the year 1885, the company became entitled, on account of the 
Kansas Pacific division, to a credit of $149,523.23. The amount of earn 
ings on the aided road, namely, $93,664.71, is shown in the Eeport of the 
Commissioner of Eailroads for 1886, at page 7. The balance, $55,858.52, 
the earnings on the non-aided portion on the Kansas Pacific division, is 
referred to in the letter from Assistant Secretary Fairchild, of December 
4, 1886, heretofore mentioned. 

For the year 1886, the company became entitled, on account of the 
Kansas Pacific division, to a credit of $131,919.13. This amount has not 
yet become the subject of settlement. 

These various sums, extending from 1866 to the 31st of December, 
1886, aggregate $3,790,334.93, against which various small cash pay- 
ments have been received from the Government, amounting to $32,554.42 j 
leaving a balance retained by the Government, on account of the Kan- 
sas Pacific division, of $3,757,780.51. 

We have, therefore, this result : 

Transportation earnings, on account of the Union Pacific division and 

its branches $16,288,701 30 

On account of tlie Kansas Pacific division 3,757,780 51 

In addition to which the following cash payments have been made by 
the company : 

July6, 1881 Jl69,358 83 

June 24, 1884 718,814 60 

April 16, 1885 916,704 02 

December 4, 1886 155,246 59 

Total cash payments 1,860,124 04 

Add interest collected on the bonds in the sinking fund, established un- 
der the Thurman act 572,891 61 

These yarious sums aggregate , 22,479,497.46 
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This statemout will explain, as far as I am able to explain it with the 
material now at hand, the manner in which the amounts repaid by the 
company on account of the United States debt were made up. The ag- 
gregate of these amounts, as stated in the report for 1886, is $22,459, 727.56. 
In the statement above made by me, the cash payments made by the 
United States to the company have been deducted. For the purpose of 
ascertaining the total amount of the services rendered by the company 
to the Government, these amounts should be added to the amount be- 
fore found, with the following result: 

Amount found above |22,479,497 40 

Cash paid to Union Pacific to June :10, 1878 2,367,9a5 65 

Sundry smaU cash payments to branches of Union Pacific * 14,740 64 

There was also a cash payment made in 1883, as appears from the Com- 
missioner's report of 1884, at page 28, amounting to 117, 635 38 

This amount was not included in the adjustment for 1883, hereinbefore 
given at $1,043,957.60, and must, therefore, be added, in order to as- 
certain the total amount of transportation services rendered. 

December 31, 1878, paid in cash, Kansas division 1,112,358 77 

Sundry small cash payments 32,554 A'i 

These amounts, being added to the result before found, give us the to- - 

tal aggregate of all transportation services rendered from the incep- ^ 

tion of the business to December 31, 1886, the sum of 26, 124, 692 32 

OLIVER W. MINK. 

The Commission then adjourned to Thursday, June 2d, 1887, at 10 
a. m. 



Equitable Building, 
Boston, Mdss.y Thursday^ June 2, 1887. 

The Commission met pursuant to adjournment, all the Commissioners 
being present. 

OLIVER. W. MINK, being further examined, testified as follows: 

MATTERS IN CONTROVERSY BETWEEN THE aOVERNMENT AND UNION 

PACIFIC. 

Commissioner Littler. Please state what matters are now in coii- 
troversy between the company and the Government, either relating to 
past accounts or relating to the present, applying to rates of charges 
in making up your accounts with the Government, 

The Witness. I understand this question to apply to our transpor- 
tation accounts exclusively ? 

Commissioner Littler. I want it to cover all subjects of controversy 
between the company and the Government. 

The Witness. There are no important controversies between the 
United States and the company growing out of our rates fot transpot- 
tation, of which I have any knowledge. There is a controversy between 
the company and the United States with reference to the land grant, 
but I am not able to define it. Our general land commissioner at Omaha 
will be able to give the particulars in regard to that. 

By Commissioner Littler : 

Q. Does the Government admit all the charges for services you claim 
to have rendered ? — A. I know of no considerable amounts in dispute. 
I should say that not more than from $20,000 to $30,000 at the outside, 
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out of several millions of dollars, were disputed by the accountiug of- 
ficers of the United States. The company usually conforms, in making 
out its bills, to the rulings laid down by the Department officers at 
Washington. 

THE COMPANY USUALLY CONCEDES THE CLAIMS MADE BY THE 

GOVERNMENT. 

By Commissioner Anderson : 

Q. Do you mean all Department officers f — A. 1 should say all De- 
partment officers ; yes, sir. 

By Commissioner Littler : 

Q. Do you state that where differences exist in the accounting be- 
tween the Government and the company, thecomi>any usually concedes 
the difterences to the Government, and settles on their statement ? — A. 
Usually ; yfis, sir. 

Q. Do you now make any claim on account of improper concessions 
made to the Government heretofore, in order to get your account set- 
tled I — A. Not here. There are, I believe, some differences between 
the company and the Interior Department, growing out of transporta- 
tion connected with the Indian service; but the amount involved m 
that controversy I believe to be less than $20,000. It is an old contro- 
versy, and has been pending for several years. 

Q. Do you still make claim for that $20,000? — A. Yes, sir; we do. 
I do not understand that the Department resists the approval of the 
company's claim so much as they do' the regularity of their own agent's 
action in connection with it. It is a matter that I am sure will adjust 
itself in time. It is not a matter of pressing importance. 

Q. Do you desire this Commission to consider that item in stating 
the account! — A. No, sir; it is not of sufficient importance. 

SUITS PENDING IN COURT OF CLAIMS. 

By Commissioner Anderson : 

Are there not one or two suits in the Court of Claims f — A. Yes, sir; 
but not connected with questions of transportation. The suit now pend- 
ing in the Court of Claims involves a construction of the term '^net 
earnings." In brief, the questions at issue are, first, as to whether or 
not the earnings derived from our investment in the Pullman cars now 
running on our lines should be included in the gross passenger earnings 
of the company. 

Commissioner Littler. Judge Dillon spoke«of that. 

The Witness. Yes, sir ; Judge Dillon spoke of that yesterday. Next, 
whether or not the net earnings of the Omaha Bridge should be included 
in the earnings of the Union Pacific division, as a part of the aided 
line, upon which the United States is entitled to twenty-five per cent. 

Commissioner Anderson. We understand that perfectly. 

The Witness. Shall I put in a copy of the petition ! 

Commissioner Anderson. No ; we know the fact. 

The Witness. There is also a question in relation to the subdivision 
of the earnings of the Kansas Pacific between the 394th mile post and 
the western terminus of the road. 

By Commissioner Anderson: 

Q. The figures that you have given for the total transportation em- 
blraced what roads? — A. They embraced the lines of the Union Pacific 



896 U. S. PACIFIC RAILWAY COMMISSION. 

Hallway Company an consolidated, namely 1,832 miles, inclading the . 
Union Pacific, the Kansas Pacific, and the Denver Pacific divisions^ and 
tbey also include the accounts of onr various branch lines. Shall I 
enumerate them ? 

Commissioner Anderson. No, unless there is an exception. 

The Witness. !N"o, there are no exceptions. 

Commissioner Anderson. Yes, you say you do not include the Cen- 
tral Branch lines 

The Witness. We do not call that a branch. Our current reports 
upon our various branch lines exclude the Central Branch Union Pacific 
Eailroad Company. 

GROSS AGGREGATE CHARGES FOR TRANSPORTATION, $26,000,000. 

Q. The conclusion I gather from your figures is that the gross aggre- 
gate of all this transportation, from the inception of the services to the 
31st day of December, 1886, is something over $26,000,000. Is that 
right *? — ^A. Yes, sir. 

$4,000,000 RECEIVED IN CASH J BALANCE SHOULD BE TO COMPANY'S 

CREDIT. 

Q. That of this sum, the various companies have received in cash 
from the Government, from time to time during the period when cash 
payments were made, about $4,000,000, and that the sum of $22,000,000 
is claimed by you to have been earned, and that the credits for this 
transportation should appear either in the Bond and Interest accounts or 
the Sinking Fund account. Is that correct t — A. Your understanding 
of the matter is correct. The amount of $22,000,000, however, includes 
the accumulation of interest in the sinking fund, amounting to upwards 
of half a million of dollars. 

By Commissioner Littler: 

Q. Is that interest? — ^A. Yes, sir. Commissioner Anderson's state- 
ment in his last question is correct, except as to the amount of the ac- 
counts not yet passed upon by the accounting officers, and which repre- 
sents, I think, between $400,000 and $500,000. This is not an unusual 
amount, in my opinion, to be pending investigation. 

By Commissioner Anderson : 

Q. It also includes the cash payments made by the company to the 
United States ? — A. Yes, sir. 

Q. So that we should find either in the Bond and Interest account or 
the Sinking Fund account about $21,500,000 of credits ? — ^A. Yes, sir. 

By Commissioner Littler: 

Q. Will you furnish a statement of the Government transportation 
earnings of the Central Branch ? — A. It will be submitted as soon as it 
can be prepared. 

Q. Have you a statement showing the relative earnings of the Union 
Pacific division compared with the Kansas Pacific division for the years 
1879, 1880, 1881, and 1882 ?— A. I have. 



OLIVER W. MINK. 



897 



The paper is marked "Exhibit 2, Jane 2, 1887,^ and is as follows: 

STATEMENT SHOWINa RELATIVE EARNINGS OP UNION PACIFIC AND 

KANSAS PACIFIC DIVISIONS. 

[The Union Pacific Railway Company. Comptroller's Office.] 

General income account of the Union and Kansas divisions for the year 1879. 





Union Pacific 
K. R. 


Kansas Pac. 
& D. P. 


General. 


Total. 


Gross earnings 


$12, 983, IDS 74 
5, 475, 503 44 


$*, 839, 188 42 
2, 881, 689 32 




$17,822,344 ij 
8, 357, 192 76 


Operatinir expenses and taxes 








Surplus earnings 


7, 507, 652 30 
436, 889 84 


1, 957, 499 10 




9,465.151 40 
436, 889 84 


MiBoe11ftnfK>Tis income , . r 










Total income 


7, 944, 542 14 


1,957,499 10 




9, 902, 041 24 






Tnterwt on lM)nds --t ^ , - 


3, 390, 595 36 

207,444 00 

76, 984 86 

268, 791 24 

2, 204, 700 00 

1, 443, 076 35 


1, 388, 082 23 




4, 778, 677 59 
207, 444 00 
103,508 25 
417,051 ]8 


Sinking funds - 




Discount and interest 


26,523 39 
148, 259 94 




MilH^1I^T1<M>U9 - T r - T „ . - .rr-. r 


• Dividends 




2, 204, 700 00 
1. 534. 675 48 


United States requirements 


91, 599 13 










Total charges 


7, 591, 591 81 


1,654,464 69 




9. 246. 056 50 








Balance over all charges and payments. 


352, 950 33 


303,034 41 




655. 684 74 









Boston, May 31, 1887. 

[TJie Union Pacific Railway Company. Comptroller's Office.] 
General income account of the Union and Kansas divisions for the year 



1880. 



Grose eaminiss 

Operating expenses and taxes 



Surplus earnings 
Miscellaneous income. . 



Total income 



Interest on bonds 

Sinking funds 

Discount and Interest 

Miscellaneous 

•Dividends ^ 

United States requirements 



Total charges 

Balance over all charges and payments. 



Union Pacific 
R. R. 



$15, 755, 526 36 
6,859,4:i5 10 



8, 896, 101 20 
1, 129, 247 51 



10, 025, 348 71 



3, 586, 105 42 
334, 000 00 



130,-386 49 
2. 205, 738 00 
1, 626, 772 58 



7, 883, 002 49 



2, 142, 346 22 



"Kansas Pac. 
&D. P. 



$6. 520, 129 04 
3, G85, 694 30 



General. 



Total. 



$22, 275, 655 40 
10, 545, 119 52 



2,831,434 68 
150, 301 54 



$33, 000 00 



11,730,535 88 
1, 312, 639 05 



2, 984, 828 22 33, 000 00 13, 043, 174 93 



1, 588, 367 65 
100, 000 00 



840, OGO 00 
132, 468 26 



2, 660, 835 01 



114, 315 43 



5, 174, 473 07 

434, 000 00 

114,315 43 

130, 386 49 

3, 015, 738 00 

1, 759, 240 84 



114, 315 43 10. 658, 153 83 



323, 990 31 



81, 315 43 2, 385, 021 10 



BosTOay 31, 1887. 

[The Union Pacific Railway Company. Comptroller's Office.] 

General income account of the Union and Kansas divisions for the year 



1-81. 



Gross earnings 

Operating ei^nses and taxes 



Surplus earnings . 
Miscellaneous income . . 



Total income. 



Interest on bonds 

Sinking funds 

Discount and interest 

Miscellaneous 

Dividends 

United States requirements 



Total charges 

Balance over all charges and payments . 



Union Pacific 
R. R. 



$17, 144, 860 49 
8, 208, 820 56 



8, 936, 039 93 
1, 618, 550 63 



10, 554. 590 56 



3, 597, 501 11 
340, 000 00 



125,738 40 
3, 096, 134 13 
1, 473, 810 67 



8,633,274 31 



1, 921, 316 25 



Kansas Pac. 
&D. P. 



$6, 960, 519 92 
4, 271, 522 15 



General. 



2, 688, 997 77 
281, 454 50 



2,970,452 27 



1, 526, 473 28 
100, 000 00 



6, 344 43 
9?0, 000 00 
137, 142 27 



2, 749, 959 98 



220, 492 29 



$95, 542 95 



95. 542 95 



95, 542 95 



Total. 



$24, 105, 380 41 
12,480,342 71 



11. 625, 037 70 
1, 900. 005 13 

13, 525, 042 83 



5, 124, 034 39 

440. 000 00 

95, 542 95 

132, 082 83 

4, 076, 134 13 

1, 610, 982 94 



11,478,777 24 



2,046,265 59 



^■^ J ^I H '^g 



BosiOir, May 31, 1887. 
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[The Union Pacific Hallway Company. ComptroUer'a Office.] 
General income account of Ihe Union and Kansas divisions for the year 1882. 



Gross earnings 

Operating; expenses and taxes 



Surplus earnings 
Miscellaneoas income . 



Total income. 



In terest on bonds 

Sinking fonds 

Discoont and interest 

Miscellaneoas 

Dividends ^ 

United States requirements 



Total charges 

Balance over all charges and payments. 



Union Pacific 
R. K. 



$16, 080, 783 42 
7, 2Jl, 457 51 



9, 759. 325 91 
1, 819, 850 70 



11,579,176 01 



Kansas Pac. 
&D. P. 



$5, 729, 544 33 
3, 605, 591 77 



2, 2J3, f»5'J 56 
"4J3, 425 00 



2, 657, 377 56 



3, 554. 466 27 
342, 000 00 



119,666 99 
3, 280, 788 00 
1, 936, 753 84 



9, 233, 675 10 



2, 345, 501 51 



1, Ot^O, 012 66 
100, 000 00 



15,216 00 
980, (00 00 
118,341 39 



2, 893, 670 05 



236, 192 49 



General. 



$237. 081 34 



237, 081 34 



172,722 31 



172, 722 31 



64, 350 03 



Total. 



$22,710,32^" 75 
10,727,04^ 28 



11,983,27£ 
2,490,357 



47 
04 



14,473,63^* 51 



5,234,478^ 93 

442, 0(N^ 00 

172, 72» 31 

134,882 99 

4,260,78^ <0 

" 2,055,095> 23 



12.299,967 46 



2,173,668 05 



* Including $192,000 received from trustees Kansas Pacific consolidated mortgage for payment of in- 
terest on consolidated bonds pursuant to the terms of the mortgage. 

* 

Boston, May 31, 1387. 

The Witness. I will say that the gross earnings differ from the earn 
ings published in our annual reports, owing to the fact that in the 
statements which I have now produced we have not included the amount 
of our claim against the United States for postal compensation, and 
which claim was disallowed by the Court of Claims. The statements 
now produced I believe to be correct. 

In the statement for 1879, the Kansas Pacific did not, in fact, pay its 
interest, and I have therefore included the interest which was properly 
chargeable during that year. The interest charged in the statements 
for 1880, 1881, and 1882 is the interest actually accruing^ in or payable 
on account of those years. I believe that 1 have now put in everything 
that you have asked for. 

Q. Is there any other table you desire to present ! — A. Yes, sir ; I 
have a statement here showing the net income of our various branch 
lines (excluding, of course, the Central Branch), applicable to the pay- 
ment of interest on their bonds. To the net income I have added the 
net profit of the Union Pacific Company in the haul of the traffic turned 
over by or interchanged with those companies, or, in other words, 60 
per cent, of our proportion of the joint earnings with those lines. 

Q. Of the interchange traffic If — A. Of the interchange traffic; yes, sir. 

The statement is marked " Exhibit N'o. 3, June 2d, 1837,^ and is as 
follows : 
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CONSTRUCTIVE MILEAGE IN THE ACCOUNTS. 

Q, That includes constructive mileage ! — A. That goes into the net 
income of the auxiliary lines 5 their net income is, of course, just that, 
much larger than it would be without constructive mileage. The sum of 
the two, that is, the net income of the branch and the net income of our 
company, from the carriage of this interchange business produces what 
I call the direct and indirect income from the operation of the brancli 
lines ; from that income I have deducted the full amount of the in- 
terest on the bonds of the various branch line companies, whether they 
are in the treasury of the Union Pacific or in the hands of the public. 
This statement will show you that, taking this view of the matter, these 
lines contribute, directly and indirectly, $2,143,000 in excess of the full 
amount of the interest on their bonds, taking the good with the bad; 
but as a very large amount of these bonds is owned by the Union Pa- 
cific that Is not the proper way to look at it, and I have therefore stated 
it in another light. Under this last-named view I have taken only the 
interest on the bonds hehl by the public into consideration, and in that 
light these lines show a balance of $3,642,729.18 coming to our company, 
either in a direct or indirect way. 

By Commissioner Anderson : 

Q. I will ask you whether the sum which you credit as the net earn- 
ings of the parent line, being 60 per cent, of the interchange traffic, and 
the sum which is credited to the branch lines on the constructive mile 
factor basis, added together equals the net earnings actually received 
for the business or whether it exceeds that amount If — A. The net in- 
come of the branches represents the earnings of those branches, made 
up of their local business and of the interchange business on the con- 
structive mileage basis, less their operating expenses and any other 
proper charges against earnings, excepting alone interest on bonds. The 
earnings of the Union Pacific Company represent what we estimate to 
be the profits derived from the transportation of that business after the 
business reaches our line. In other words, we estimate that it costs 
about 40 per cent, to move that business after it reaches the parent line. 
The sum of the two is what I estimate to be the direct and indirect net 
income. I^ow, if there were no constructive mileage allowances made 
to the branch lines the Union Pacific's proportion on this business would 
be just so much larger and the branch line company's earnings,. or net 
income, would be just so much less. Therefore the *• direct and indirect 
net income" would not be altered by reason of any change in that re- 
spect. 

CONCEENINa BALANCE SHEET OF 1886. 

Q. Eeferring to the balance sheet for 1886, at page 91 of your report, 
and to the item '^cash and cash resources, $1,351,189.73," and compar- 
ing that item with the table of your floating debt, at page 03, 1 notice 
that the liquidation of the floating debt and the appearance of an asset 
of "cash resources" are obtained as the result of a decrease in the item 
of company stocks and bonds ; that is to say, by the conversion of com- 
pany stocks and bonds into money and the application of the proceeds 
to the liquidation of the floating debt and to the acquisition of items 
which go to make up the credit for resources. I ask you to explain why 
the company's stocks and bonds are regarded as part of your floating 
debt account, and are not contained in the general statement of your 
"~ vestment account? — A. The company's stocks and bonds, a detailed 
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statement of wliicb appears on page 90 of the report, were held by the 
company for the express purpose of liquidating, as far as they would 
go, its gross floating debt. The securities- had been entered in the 
funded debt accounts of the company as they were issued. 

Q. Still, were not those elements of value acquired by purchase in the 
usual way, and is it fair to conclude that the proceeds resulting from 
the sale of the company bouds and stock were available in reduction of 
the floating debt, unless it should appear, on the liquidation of the en- 
tire investment account, that you were actually entitled to a net balance 
of profit after having gone through the complete liquidation of all your 
investments? — A. I think the statement is perfectly fair and reasona- 
ble. The company had expended its means, or income, in the acquisi- 
tion of its own bonds. I remember, in the case of the consolidated 
mortgage bonds, that the company acquired a number of them in this 
way: The Kansas Pacific coupon certificates issued for varying 
amounts, $35, $87.50, $135, and so on, were held by individuals, who, 
of course, could not group and present them for exchange into consoli- 
dated bonds in multiples of a thousand dollars. 

Q. Because there were no small bonds ! — A. Because there were no 
small bonds. The company, therefore, paid the holders cash for their 
certificates. Subsequently the company turned them over to the trust- 
ees under the consolidated mortgage, and received bonds for them. 
The bonds, therefore, represented an actual outlay of money, money 
that might otherwise have remained in hand, and it seems to me, there- 
fore, to have been perfectly proper for the company to have sold the 
bonds in question to pay ofl:* debts incurred for that purpose, or debts 
incurred for any other purpose. That is a general explanation. I think 
it will hold good with reference to the securities included in our float- 
ing debt account generally. 

Commissioner Anderson. The only criticism I have to make is that, 
under this method of doing the business, the item of company bonds 
and company stock does not appear in your balance sheet, but only the 
balance derived after having credited this amount in your statement of 
floating debt. 

The Witness. The oflftcers of our company have never looked upon 
its own bonds and stock, thus temporarily held, as an investment so 
called. Our investments have generally been confined to extensions of 
branch lines and to corporations incident to the operation of the road. 
The company bonds and stock have been held with a view to a sale for 
the purpose of discharging the gross floating debt. I think the condi- 
tion of the market had as much, perhaps, to do with our carrying them 
as anything else. 

Q. I call your attention to the fact that you would have reached the 
same result by stating among your assets separately the amount of 
company stocks and bonds, and stating your cash resources at a figure 
less than the figure actually stated by the amount of the company 
bonds and stocks, and that in this manner your balance sheet would in- 
form a person examining it of the value which you attributed to the 
company stocks and bonds; whereas, by the principle pursued by your 
company of crediting the company stocks and bonds in the floating debt 
at the cost to the company of the stocks and bonds, and then stating 
the floating debt as an amount diminished by the amount of such entry, 
or stating the resources at a figure increased by such amount, it is im- 
possible to ascertain with precision the condition of your actual floating 
debt without examining that account, and that the balance sheet can 
be safely relied upon only in the event that the cost price to the com- 
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pany of tbe company stocks and bonds can really be realized in the 
market. That criticism would be jnst, would it not f — A. I do not think 
so. I would like to make a specific answer to that question. It seems 
to me that there can be no misapprehension concerning our balance 
sheet, because the amount of our cash and cash resources is. indicated 
on the balance sheet at page 91, and is detailed on page 93. Farther- 
more, a reference is made in the balance sheet to the last-named page. 
The manner of stating this account was not peculiar to the year IM 
We had been stating it in this way for a number of years ; and the mar- 
ket price of the securities was so well known that any one could have 
figured up the value of them and told whether or not they were being 
carried at an inflated price. I may say that I think the account was 
properly handled. The company was owing certain sums of money; it 
had in its possession certain securities which it held for the specific 
purpose of applying on the debt, and for no other purpose. The bal- 
ance, between our liabilities and these quick resources was what we 
estimated to be either our floating debt or the balance of our resoarces. 
It strikes me as being, on the whole, a proper and conservative way of 
stating the account. 

• 

CONCEENINa FLOATINa DEBT ACCOUNT. 

Q. The balance which is credited in the floating-debt account is the 
result, is it not, of your account of purchases and sales of company 
stocks and coiiipany bonds, after all the anterior transactions have 
been debited and credited ? The stocks and bonds remaining on hand 
are considered by you to have cost just the balance which is required 
to make that account goodf — A. No, sir; I will explain that. Our 
practice is to write oft* our profit or loss on transactions as they take 
place. If, therefore, during the previous year bonds had been sold on 
which we had lost, say, $10,000 or $15,000, the loss was written off in 
the year in which we made the sale. 

Q. Suppose you made a profit? — A. We would write off that profit 
in the same way. Wo believe we are justified in doing so. 

Q. So that the cost price of your bonds remains unchanged !— A. 
Unchanged. It represents what we paid for them That is, 1 may say, 
our universal practice. We face the music. 

COST OF DENVER, SOUTH PABK AND PACIFIC. 

Q. Can you state from the books of the company the cost of your 
interest in the Denver, South Park and Pacific road If — A. Yes, sir. 

Commissioner Littler. I understand this company does not own 
that road in full, but owns a controlling interest in the stock. You can 
give us your interest in the cost of all those branches, can you nott 

The Witness. Yes, sir. 

Q. Do they appear anywhere in your reports? — A. Not in detail in 
our reports. I will answer that question now, or I will submit a state- 
ment about all the branches. 

Commissioner Littler. That will be more satisfactory. 

Commissioner Anderson. The only thing I want now is the Denver 
and South Park. 

The Witness. The Kansas Pacific Ilailroad Company, at the time 

^^ uhe consolidation, held an interest in the Denver and South Park 

oad Construction and Land Company amounting to (IS^OOO. 

Twelve thousand dollars in stock ? — A. $12,000 in stock, yes, sir. 

lot know the ' 'xount of the stock of the Denver and South 
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Park Bailway Construction and Land Company. Mr. Charles Wheeler, 
of Denver, Colo., was at one time the auditor of that company, and may 
be able to inform you in relation to it. 

On August 31, 1880, we received, as a dividend on this construction 
company stock, $300,000 in the capital stock of the Denver, South Park 
and^PacificEailroad Company. This stock was entered upon the books 
of the company at a nominal value of a dollar a share, or $3,000. Our 
next investment in the stock of that company was made on December 
31, 1880, when 4 shares were bought from John Evans at par, $400. 
On January 25, 1881, we bought 30,993 shares of Denver, South Park 
and Pacific Eailroad Company stock, as the entry reads, " from Charles 
O. Niebuhr, on a sixty days' contract dated November 15, which con- 
tract was assigned to Jay Gould, as of that date." This stock at par 
cost $3,099,300. 

Q. Does that amount appear to have been credited to Jay Gould ? — 
A. It was, and settled with him in liis current account. 

Q. Is there a current account with Jay Gould! — A. We had one at that 
time. This transaction was one of the items in an account which was 
afterwards settled. 

Commissioner Atkinson. I would like to look at that account. 

The Witness. With pleasure. I will show it to you. I had drawn 
it up for the Commission. Our next investment in the stock was made 
on December 31, 1881, when 7,012 shares of stock were received by the 
company on account of the securities due from the Denver, South Park 
and Pacific Eailroad Company to the Denver and South Park Eailroad 
Construction Company. This stock was eirtered by the Union Pacific 
Company at its estimated cost, namely, $87.50 per share, or $613,550. 
As I understand it, this last named construction company constructed 
the extension of the Denver, South Park and Pacific Eailroad, com- 
menced immediately .after the completion of the first 150 miles, which 
had been constructed under the contract with the Denver and South 
Park Eailroad Construction and Land Company. There were two con- 
struction companies— one named the Denver and South Park Eailroad 
Construction and Land Company, the other named the Denver and South 
Park Eailroad Construction Company. The contract between the Den- 
ver, South Park and Pacific Eailroad Company and the last named con- 
struction comp my was made on September 22, 1880, and was subse- 
quently assigned by the construction company to Jay Gould. The fol- 
lowing is the indorsement on the back of the contract : 

Certified copy of contract hetioeen the Denver ^ South Park and Pa^ifi^ Railroad Company and 
the Denver and South Park Eailroad Construction Company, 

The Denver and Sontb Park Railroad Construction Company hereby assigns to 
Jay Gk>uld all of its rip^ht nnder this cin tract apon condition that he takes care of 
and meets its obligation incurred in pursuance thereof. 
(Signed) 

The Denver and South Park Railroad Construction Company, 
By JOHN EVANS, General Agent. 

There also appears indorsed the following assignment : 

I.Jay Gk>uld, the assignee of the within contract, for and in consideration of $1, to 
me in hand paid, do hereby assign, sell, and transfer the same, and all right thereun- 
der, unto Sidney Dillon, trustee, subject to its obligations and without recourse on 
me. 

Witne'Sfrmy hand and seal this 18th day of October, 1881. 

[SEAL.] JAY GOULD. 
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There is attached to the construction contract the following letter : 

Denver, South Park and Pacific Ra.ilroad Company, 

President's Office, 
Denver, Colorado, January 12, 1880/ 

Dear Sir : Until to-day I had supposed the inclosed ratification of my assienme 
of the contract for building branches and extensions to you had been forwarded l]» ^ 
mail. I now send it, and trust it will be satisfactory. ^ 

Very truly, yours, 

JOHN EVANS. 
Jay Gould, Esq. 

The paper referred to as inclosed is also attached to the construction 
contract, and is as follows : 

Denver, South Park and Pacific Eailroad Co>ipany, 

President's Office, 
Denver, Colo., December 16, 1880. 

Extracts from the record of the proceedings of a meeting of the Denver and Soath 
Park Railroad Construction Company, held at the office of the company in Denver, 
Colo., this 16th day of December, 1880. * • • 

Mr. J. F. Brown offered the following preamble and resolution, which was seconded 
by Mr. William Barth, and unanimously adopted : 

Whereas the Hon. John Evans, attorney in fact for this company, did. by virtae 
of a resolution passed October 17th, 1880, transfer to Jay G^uld the contract exist- 
ing between the company and the Denver, South Paik and Pacific Eailroad Company, 
for the construction of its extensions and branches : Therefore, 

Resolved, That his action in so doing be, and the same is hereby, I'atified, confirmed, 
and approved. 

L. H. EICHOLTS, President 

Q. From what do you derive the estimated cost of the 7,012 shares 
of stock as being $87.60 per share? — A. That was merely an estimate. 
At that time the Union Pacific Company, as assignee under the con- 
tract, became entitled to $901,000 in bonds and the 7,012 shares of stock. 
That portion of the road on which these securities had been issued wan 
estimated to have cost $1,514,550. The bonds were entered at par, 
$901,000, and the balance of the cost of the road was assumed to be the 
cost of the stock. Of course, the figures are not actual ; they are merely 
provisional. 

Q. By whom was that portion of the road actually constructed f — ^A. 
It was constructed by the Union Pacific Company, under the assign- 
ment of that contract, as I understand it. That has always been my 
understanding of it. 

Q. And the construction account itself for that portion of the road 
will be found where ? — A. Found in the Union Pacific Company's books. 

Q. Where f — A. The detail account is at Omaha. 

Q. With regard to the entry that you have made against this stock 
as representing its cost, no portion of the money that has been actually 
expended for the construction of the road, as far as you know, was 
credited to Mr. Gould, or any one on his behalf, as far as your books 
show If — ^A. No, sir. On June 30th, 1882, we received 9,386 shares of 
the Denver, South Park and Pacific Eailroad Company stock, the as- 
sumed cost of which was 20 per cent., or $187,720. It is possible that 
in this case the cost of the stock was very much reduced in comparison 
with the cost of the previous lot, because the cost of the first-named 
lot may have been over-estimated. We had to keep the account run- 
ning as best we could at the time. 

* Probably an error for 1881. • -r 
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Q. That is, you entered the cost, in order to cover the balance of the 
constraction acconnt? — A, On that portion of the road on which the 
securities were issued, yes, sir. 

On September 4, 1882, we received a farther installment of 330 shares, 
iiv^hich were entered at ^0 per cent., or $6,600. 

Q. Dii you not receive bonds with the stock, too ? — ^A. I intend to 
take up the bonds afterwards, as we started with the stock. On De- 
cember 30, 1882, we received 1,200 shares, which was entered at 70 per 
cent., or $84,000. 

Q. That, again, is entered at the price required to equal the balance 
of the construction account? — A. Yes, sir. I ought to say that it was 
very difficult to estimate the price ^f stock issued in this way, but the 
prices were fixed at about what was thought to be the cost of the road. 
On December 31, 1884, we received 2,500 shares, the estimated cost 
of which, at par, was $250,000. This is the last installment of stock re- 
ceived on account of the contract with the Denver and South Park 
Eailroad Construction Company. Cn July 21, 1883, the Denver, South 
Park and Pacific Bailroad Company made a contract with Chester W. 
Collins for the construction and equipment of a number of lines therein 
set forth, in consideration of which the railroad company was to pay 
Collins $32,000 per mile of its first mortgage consolidated bond, and 
$20,000 per mile of its full-paid stock. I produce the original of that 
contract. On April 21, 1884, a contract was made between Mr. Collins 
and the Union Pacific Company, under which Collins assigned to the 
Union Pacific Company all the bonds and stock to which he became 
entitled under his contract with the Denver, South Park and Pacific 
Bailroad Company in consideration of the fact that the Union Pacific 
Company had advanced whatever sum of money was necessary for the 
construction of the roads in question. 

Q. There were $1,800,000 of first mortgage bonds on the roads 1 — A. 
Yes, sir; there were $1,800,000 in first mortgage 7 per cent, bonds 
issued on the first 150 miles of road. Then a consolidated mortgage 
was made, under which it was, I believe, expected that the bonds issued 
on the first 150 miles of road would be taken up. This, however, has 
never been done. The consolidated mortgage is therefore a first mort- 
gage on all of the road, excepting the first 150 miles. On December 31 , 
1884, the Union Pacific Company received under its contract with Col- 
lins 6,000 shares of Denver, South Park and Pacific Eailroad Company 
stock, which it entered at an estimated cost of 20 per cent., or $120,000. 
On December 31, 1885, a further installment of 926 shares of Denver, 
South Park and Pacific Eailroad Company stock was received on the 
same.account, which was entered at an estimated cost of $142.49. 

Q. Per share ? — A. No ; for the whole lot. 

Q. I would like you to say a little more definitely whether that figure 
you arrive at as the cost of the stock was simply the amount required 
to balance the construction account. — A. It was. 

Q. That represents all the stock acquired by you ? — A. Yes, sir. 

Q. The total amount being how much ? — A. Sixty-one thousand three 
hundred and fifty-one shares, or $6,135,100 at par, costing $4,364,712.49. 
Our interest in the bonds of the Denver, South Park and Pacific Eail- 
road Company is represented by the estimated cost of $901,000 in the 
first mortgage 6 per cent, bonds. 

Q. Is that the consolidated or the other? — A. The first mortgage 
consolidated 6 per cent, bonds; yes, sir; received on December 31, 
1881, under the contract of September 23, 1880. These bonds were es- 
timated to have cost, par, $901,000. 
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Q. Did you get no bonds with the stock that you purchased from Jay 
Gould ? — A. No, sir ; that is our first transaction in the bonds of that 
company. On June 30, 1882, we received $903,000 in bonds on account 
of the same contract, which we estimated to have cost, at par, $903,000. 
On September 4, 1882, we received twenty-five bonds under the same 
contract, which were estimated to have cost par, or $25,000. Ou De- 
cember 30, 1883, ninety bonds were received on the same contract, 
which were estimated to have cost par, or, $90,000. 

Q. They were all on the same contract^ — A. So far 5 yes, sir. On 
December 31, 1884, two hundred bonds were received under the same 
contract, which were estimated to have cost par, or $200,000. This is 
the last installment of bonds received under the contract of September 
li2, 1880. On December 31, 1884, we also received, under the contract 
with Collins, $1,000,000 of bonds, which were estimated to have cost 
par, or $1,000,000. On December 31, 1885, we received one hundred 
and eight oonds under the contract with Collins, which were entered as 
having cost $15,000. These one hundred and eight bonds and the nine 
hundred and twenty-six shares of stock, which I have already reported 
as having cost $142.49, closed the account with Mr. Collins. 

Q. And balanced the construction account ? — A. Yes, sir ; balanced 
the construction account under that contract with Collins. The amounts 
of bonds thus received, as already stated, aggregate $3,227,000. 

On June 30, 1882, the Union Pacific Company turned over to the Den- 
ver, South Park and I'acific Eailroad Company, on account of an in- 
debtedness due from the Union Pacific Company to that company, 
$430,000 ia the first mortgage consolidated bonds, at par. 

Q. Can you explain what the indebtedness was f — A. It was on cur- 
rent account. 

Q. Arising out of operation ? — A. Arising out of operation 5 yes, sir. 
This reduced our holdings of bonds to $2,797,000, the net cost of which 
was $2,704,000. The Union Pacific Eailway Company was, under the 
terms of the contracts assigned to it, obliged to pay a judgment recov- 
ered, arising out of litigation with subcontractors. The amount thus 
paid is added to the cost of its bonds. The amount of the payments 
was $42,905.80. There were several payments made on the same judg- 
ment. The cost of the $2,797,000 in bonds, as now represented by the 
book account, is, therefore, $2,746,905.86. 

Q. Will the construction books at Omaha show the exact ampuut 
expended by the Union Pacific in constructing these lines? — A. Yes, 
sir. The amount expended in the construction of these lines is really 
the cost of the securities received by the Union Pacific company under 
the construction contracts covering the lines. The details of those ex- 
penditures are, however, at Omaha. 

AFTERNOON SESSION. 

OLIVEE W. MIKK, being further examined, testified as follows 

THE LEGAL EXPENSE VOUCHEES. 

By the Chairman : 
Q. What vouchers have you giv-en to the Commission representing 
the legal expense account ? — A. I have given you the vouchers covering 
the amounts charged in the legal expense account on the books of the 
company in Boston from 18G4 to 1885, both years inclusive. 
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there any otber legal expenses chargeable to any other ac- 
't^. "» books on file in the office in Boston? — A. No, sir ; we have 

C ^ , senses which are paid on the line of the road, and the ac- 

'^-i. * /.. '^ are kept on the books at Omaha. 

'oner Littler : 

''S for which will be found there ? — A. And the 
on tile there ; yes, sir. 

^- -» ^ the vouchers for the bills for legal expenses 

-i, .^ - i — A. In the office of our auditor at Omaha. 

* ^ J.YMENT TO WALKER & STANTON. 

\ * a please look at the voucher dated New .York, September 

J Thomas C. Duraut, for amount paid to Messrs. Walker & 

Ai, Attorneys, Washington, D. 0., $2,400, and explain to the Com- 

dion what it is ! — A. I have no personal knowledge or information in 

.elation to this payment. The amount of the voucher was charged in 

oar legal expense accounts, and the voucher has been produced by me 

in answer to your request for the legal expense voucher. 

By Commissioner Littler : 

Q. When did your connection with this road begin ? — A. In 1872, 
December. 

Q, Do you personally know anything about these vouchers up to 
1872 f — A. Not until that time, certainly, and after that time I should 
know nothing about them except what might appear upon the face of 
the vouchers. I can, perhaps, tell you in many instances, the character 
of the services in which the professional gentlemen were employed. 

to e. h. rosenkranes. 

The Chairman. Look at the bill for the same year of E. H. Eose- 
kranes, for services as counsel and expenses at Washington, $3,000, and 
explain that. 

The Witness. I know nothing about the voucher or the services 
rendered by this gentleman. I never saw the voucher before. 

TO DANIEL LORD. 

The Chairman: I read to you a voucher for the year 18CG: 

Dear Sir : — I received your check for the opinion in the railroad case, for "which, 
and BtiU more the ^enoroas consideration at which you have valued it, I offer my 
sincere thanks. 

Tours truly, 

DANIEL LORD. 

Will you please explain how the road determined upon the amount 
of $500 to be paid to Mr. Lord for his services, since no sum is named 
in the body of the voucher? — A. I cannot explain that. I presume 
that the amount of compensation was fixed by the president of the com- 
pany, General John A. Dix. 

The Chairman. But there is no amount named. 

The \Yjtn£SS. No. I assume that that was done from the fact that 
correspondence appears to have been carried on to that efl'ect. 
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Q. How would you file a voucher in your account, in order to bal- 
ance your books, when there was no sum named t — A. In a case of this 
kind, the check that was remitted to Mr. Lord ought, I think, to have 
been filed with these papers* Whether the check can be found or not 
to-day I am not able to say. Probably not. 

TO C. F. SHERMAN. 

Q. There appear to bo no vouchers for an item of $1,000 paid to C. F. 
Sherman, June 23, 1866 5 also no voucher for recording mortgage, 
December 8, 1866, for $22. Where are the papers in connection with 
those items ! 1 call your attention to these items, because they are not 
given among the papers with the vouchers for legal expenses. I will 
read over these vouchers, and you can then make a written explanation.— 
A. So far as vouchers covering payments made prior to 1873 are con- 
cerned, my impression is that many of them, owing to the investigations 
made by the Wilson and Poland committees, or as a result of those in- 
vestigations, were required in Washington, or in the courts, and were 
taken from our files. Many of them, I remember, went to New York, 
and were in use for a while there. I presume that a number of the 
vouchers connected with or incident to the Hoxie and other contracts 
were sent to New York in connection with controversies which arose be- 
tween the various construction companies and the railroad company. 
This will, I think, account for the fact that so many of the vouchers 
prior to 1873 are missing. 

So far as the payments to Mr. Sherman and for recording the mort- 
gage are concerned, I am unable to give you any explanation. Per- 
sonally, I am very sorry that I am not able to give you the information 
you ask for. 

By Commissioner Littler: . 

Q. You were not connected with the company then, were you ? — A. No, 
sir. 

TO B. F. BUTLEB. 

By the Chairman : 

Q. In 1867 there is a voucher to Hon. Oliver Ame«, President Union 
Pacific Kailroad Company : 

Please pay to my own order $3,000 ou account of services as coaasel fee for said 
.company, and oblige 

Yours, very trah', 

BENJAMIN F. BUTLER. 

For what services was that voucher rendered If He did not mention 
whether it was for legal services or for what services. — A. General But- 
ler was, I believe, for a while consulted with reference to Union Pacific 
matters. I think I have read in the report of the Wilson committee 
that the general acted as our counsel in the company's early history. 

TO J. S. BLACK. 

Q. There is a draft dated September 3, 1867, by H. S. McComb, drawn 
o the order of F. Skinner & Company. Where is the voucher for the 
services rendered for which this draft was drawn and paid ? — A. This 
voucher appears to have covered a payment made to J. S. Black for legal 
services in connection with a contract between the Union Pacific Eail- 
road Company and Cakes Ames and others and the Credit Mobilier of 
America. The voucher of Mr. Blacky however, appears not to have been 
filed. 
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By Commissioner LiTTLEB : 

Q. What is the amount?— A. I tbink it is for $3,500. There is a 
charge of $4.76, which appears to have been for exchange on the draft. 

TO A. J. VANDEEPOEL AND OTHERS. 

The Chaibman. During the year 1868 we find no vouchers for items 
of A.J. Yanderpoel paid $500, July 10; August 28, Van Zandt & Jenks, 
$500 each; July 27, Charles Tracy, $50,000; and December 7, Thomas 
E wing, $1,000? 

The Witness. ,I can offer no explanation in regard to these vouchers. 
They appear not to be on our files. 

TO ME. VAN ZANDT. 

By the Chairman : 

Q. During the year 1868 a sight draft appears, dated October 21, 
from New York, for Kiesley & Company's express, $500. How does 
that come to appear among the items of legal expenses! — A. The pay- 
ment was made to Mr. Van Zandt, although the draft was made pay- 
able to Kiesley & Company's express. 

TO MR. bell. 

Q. Voucher dated June 11, 1868, for $3,500, on account of legal ex- 
penses. What were the legal services and when were they rendered! — 
A. That I could not tell you. Mr. Bell's voucher appears to me to be 
like most of the legal expense vouchers that we pay. Professional men 
rarely ever specify the service. A professional gentleman is retained, 
and he merely says, when making his bill or his receipt, that he has re- 
ceived so much as retainer, without specifying the case ; or that he is 
paid so much on account of services rendered, without specifying any 
case. I think you will find a large number of our vouchers made up in 
that way. 

TO EMOTT & HAMMOND AND OTHERS. 

The Chairman. For the year 1869 there appear no vouchers for the 
following items : March 25, H. W. Gray, $500 ; March 29, W. P. Allen, 
$500; April 3, C. S. Bushnell, $2,500; April 11, McFarland, $2,500; 
April 14, C. S. Bushnell, $5,000; April 27, S. J. Tilden, $120 ; May 18, 
Emott & Hammond, $1,000 ; December 2, B. P. Butler, $3,000 ; Decem- 
ber 15, Emott, Hammond & Pomeroy, $3,410.09. What explanation 
have you of that *? There is no voucher there as to March 18, 1869, 
Tracy & Olmstead, $3,000. 

The Witness. I am not able to explain the disappearance of these 
vouchers. The payments appear to have been regularly entered on the 
books of the company, and were apparently at one time supported by 
vouchers, but what has become of the vouchers I am not able to say. 

TO TRACY & OLMSTEAD. 

Q. On January 9, 1869, Tracy & Olmstead were paid $4,000. For 
what services was that sum paid If — A. There is nothing on the books 
to indicate the character of the services. 

«»if. TO THOMAS EWINtt. 

Q. On February 4, 1869, there appears a draft at sight to the order 
of Thomas Ewing or bearer, $10,000. Can you explain that t It is. 
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sigue/i by Thomas C. Dnrant, vice-president, and addressed to J. J. 
Cisco, treasurer of the Union Pacific Railroad Company. — A. There is 
nothing on the books of the company to show what it was for. 

lO C. C. VAN ZANDT. 

The Chairman. On May 10, I860, there appears a draft at sight to 
the order of the Newport National Bank, $500, addressed to John J. 
Cisco, treasurer of the Union Pacific Eailroad Company, and drawn by 
Charles C. Van Zandt. Please explain what service was rendered in 
that case ? 

The Witness. There is nothing on the books of thevompany to show 
what particular service was Tendered by Mr. Van Zandt. 

TO HAMMOND & POMEEOY. 

The Chairman. On July 29, 1869, there appears a draft at sight to 
Hammond & Pomeroy for $500, addressed to John M. S. Williams, esq., 
treasurer of the Union Pacific Eailroad Company. For what service 
was that rendered ? 

The Witness. I am not able to tell you j but Messrs. Emott, Ham- 
mond & Pomeroy, and later on Messrs. Emott, Hammond & Stick- 
ney, and still later on Emott, Hammond & Kidder, I believe, were our 
counsel in New York, and attended to the legal affairs of the company. 
I presume that is one of the regular vouchers. 

Q. Where are the vouchers for the service for which the draft was 
drawn ! Do you file the draft as a voucher without putting on reconl 
any bill of services usually? — A. Not usually; no, sir; I believe that 
later along you will find another payment to Messrs. Hammond & Pome- 
roy, in which the amount of the draft is taken up to our credit in the 
. general account. 

TO WINGATE HAYES AND OTHERS. 

Q. In the year 1870 there appear no vouchers for entry of Decem- 
ber 15, 1870, $5,000 ; DecemberlG, 1870, $3,500; Wingate Hayes, $100; 
Wingate Hayes, $250 ; George Armstrong, February 21, 1873, $25 ; June 
21, 1870, $4,008.05 ; same date, $45.42 ; H.B Hammond, $500. Will you 
please explain about these? — A. The vouchers for $5,000, December 15, 
1870, and $3,500, December 16, 1870, are not on file. I am not able to 
account for their disappearance. 

Q. Except on the explanation you made before f — A. 1 do not see why 
these vouchers should have been required in any litigations. I am not 
able to account for their disappearance. The payment for $4^008.65, on 
June 21, 1870, appears to have been made up, as shown by the books of 
the company, of various expenses in the Noonan case ; expenses of wit- 
nesses, &c., which are detailed at considerable length on the books of 
the company. The amount was paid at Omaha, and that is probably 
the reason the vouchers are not on file here. 

The item of $451.42 is on the same account. The voucher No. 1364, 
in favor of George Armstrong, for transcript of the record in the case 
of Monroe, appears to have been sent to Mr. Ham, in New York, in Feb- 
ruary, 1873, and never returned. 

The vouchers for the payments 158, Wingate Hayes, $250 ; 262, Win- 
gate Hayes, $100 ; 333, H. B. Hammond, $500, cannot be found. 
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TO CLARK BELL. 

Q. I find on June 14, 1870, a voucher for $10,000, paid to Clark Bell; 
why was the charge made of the entire amount against the Union Pa- 
cific Railroad when the services seemed to have been rendered to the 
trustees of the contract for constructing parts of said railroad! — A.' I 
cannot say. 

Q. Would you, as comptroller, charge that amount against the Union 
Pacific Eailroad ! — A. On the face of this voucher it would seem as if 
the contractors or trustees under the contract ought to have borne some 
part of the expense ; but I do not know what the circumstances were 
at the time of the settlement; they would ioliuence us to some extent 

TO W. F. i^LLEN. 

Q. There is a paper filed May 30, 1870, for $5,000, in full for services 
in the city of New York by W. F. Allen ; what services 1 — A. I cannot 
say, except as it is set out in the voucher for services as counsel in the 
city of New York, 

TO MONTGOMERY BLAIR. 

Q. I find on June 17th, 1870, a voucher, " To professional services in 
the Interior Department, in the Senate, before the President, Secretary 
of the Treasury, and Attorney-General, in the contest with the Central 
Pacific Eailroad, $3,000.'' It is a charge by Montgomery Blair. Please 
explain what services were rendered. — A. I think the services must 
have been in connection with the controversy between the Central Pa- 
cific Company and the Union Pacific Company,as to the point of junction. 
It was finally fixed at a point about five miles west of Ogden, some time, 
as I recollect it, early in 1869. I notice that this bill is made out for 
services rendered in that year. 

TO W. E. CHANDLER. 

Q. I find, on December 1st, 1870, Washington, D, C: 

Received of the Union Pacific Railroad Company $6,000, in fuU for professional ser- 
vices from Jane, 1867, to this date. 

WILLIAM E. CHANDLER. 

Q. What services did he render f — A. I do not know what services 
were covered by this voucher. I know that Mr. Chandler has repre- 
sented us at Washington, on one or two occasions, since I have been 
connected with the company. 

Q. Was he regularly employed during that year as the attorney ? — 
A. For the period from June, 1869, to December, 1870, 1 am not able to 
tell you, but after my connection with the company I remember Mr. 
Chandler being regularly employed. He represented us in the Court 
of Claims, I know, in one or two instances. 

By Commissioner Littler : 

Q. What is the character of the services usually rendered by those 
attorneys at Washington ? — A. Mr. Chandler, so far as my recollection 
goes, represented us in the Court of Claims, when we brought the first 
suit to recover our moiety of the United States transportation moneys. 
You will remember that under the act of 1873 the Secretary of the 
Treasury was directed to withhold our half of the compensation forser- 
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vices rendered for tbe United States. We brought suit to recover, and 
my recollection is that Mr. Chandler represented us in that case. 

Q. Were any of these attorneys who rendered service at Washington 
employed to lobby or look after legislation in which the company was 
interested f — A. Only so far as would be legitimate and proper. Messrs. 
Shellabarger & Wilson, our attorneys there to-day, are of course watch- 
ing our interests constantly. I frequently go there myself, and with 
Judge Shellabarger or Judge Wilson have called upon members of 
committees, whenever it was deemed proper and fitting. 

TO JAMES BEOOKS. 

By the Chairman : 

Q. I find a paper, which I hand to you, purporting to be a bill of James 
Brooks for $8,131.67. The amount receipted for appears to be $1,504. 
Please explain the paper to the Commission, and how it came to be 
charged to legal expenses If — A. The payment to Mr. Brooks of $1,504 
appears to be for his services as a Government director, and was erron- 
eously charged in our account to legal expenses. I find that it was 
afterwards transferred, on February 28, 1870, to the appropriate acconnt, 
namely, " Government Directors." The balance of the expenditure I 
am not now able to explain. A portion of the amount was charged to 
" Discount and Interest," and still another portion to *^ Government 
Directors." It appears to have had some connection with his services 
as a Government director ; but no part of it was charged, eventually, 
to the legal expense account. 

TO TEACY & OLMSTEAD. 

Q. I find a paper drawn to Tracy & Olmstead for $20,000. Please 
explain to the Commission what service that represents? — A. The 
voucher filed against this entry shows that the services were in connec- 
tion with the suit of James Fisk, jr., against the Union Pacific Eail- 
road Company, the Credit Mobilier of America, and others ; the suit of 
Charles W. Pollard against the same corporation, and others ; the suit 
of the Credit Mobilier against J. M. S. Williams ; the suit of the Credit 
Mobilier against Dillon, Hazard, Williams, and others ; the suit of 
McComb against the Credit Mobilier, Dillon, Hazard, and others j the 
suit of the Commonwealth of Pennsylvania against Dillon, Hazard, and 
others ; the suit of Hazard against Durant and others ; the Fisk suit, 
and other suits. 

Q. What is the total amount ! — A. The total is $78,150, apparently. 

Q. How much was paid If — A. Twenty thousand dollars. 

Q.- Why was it charged as against the Union Pacific, and not as 
against the Credit Mobilier, or a part of the charge made in the suits 
of the Credit Mobilier ? — A. I cannot tell you. 

Q. Was the Union Pacific properly chargeable at that time with the 
expenses ? — A. That I could not tell you. 

By Commissioner Littler : 

Q. The Union Pacific was not a party to that suit at all, was it ?— A. 
Yes, sir; in a number of the cases the Union Pacific Company was ap- 
parently the principal defendant. In the Fisk case, for instance. 

Q. Were Dillon, Durant, and others sued as directors and represent- 
atives, or in their individual capacity? — A. Apparently, in their official 
capacity. I fancy, by the statements made in the papers accompany- 
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iug this voacher, that they were made parties to the suits after the usual 
custom for the protection of any legal rights that the plaintiflfs might 
be able to maintain. 

Q. Who audited that bill, and who ordered it paid ! — A. That was 
in 1870. There is nothing on the face of the voucher to show, but I 
think it was either Mr. B. P. Ham or Mr. Horace B. Wilbur. Mr. Ham 
was formerly auditor, and Mr. Wilbur afterwards succeeded him. 

Q. At that period of your history, whose business was it to pass upon 
such bills! — A. I tbink the president of the company would be called 
upon to pass upon a voucher of this size. I think, generally speaking, 
this would be true as to all legal expense vouchers. 

Q. The president's business was to approve them 1— A. Yes, sir. Of 
course, in the case of counsel with whom we are well acquainted, and 
where we know what they are doing, their vouchers go through subject 
to any final adjustment that may be made. 

By the Chairman : 

Q. I find on February 1, 1870, voucher 322 appears to be indorsed 
with the sum $557.90, while the amount named on the bills within the 
voucher appears for a considerably less sum . Please explain that. What 
is the explanation between the indorsement upon the voucher and the 
amount named within being less ! — A. I think that some of the papers 
bave become detached from the voucher. The expenditures, as shown 
on the books of the company, were for printing and other work con- 
nected with the preparation of some legal matters at Washington. 

TO F. p. BLAIE. 

Q. I find a sight draft, dated September 23, 1870, to the order of F. 
P. Blair, drawn by 0. 8. Bushnell, addressed to John Duff, vice-presi- 
dent, for $1,000. Will you explain that item ? — A. There is notching on 
the books of the company to show what it was for, 

TO E. H. ROLLINS. 

Q. I find in the year 1870 a voucher to E. H. Bollins, secretary, March 
9th, for amount paid for special legal expenses, as directed by report 
of the special committee of the board, $126,000: " I hereby acknow- 
ledge to have received $126,000 in full of the above bill. E. H. Eollins, 
secretary." Can you explain this voucher 1 — A. No, sir; I know noth- 
ing about it. This voucher was gone over at great length by the Wil- 
son committee in 1873, but it is so long since I have read the evidence 
taken before that committee that I forget it in this particular. 

Q. Where is the report of ^ the special committee! — A. This matter 
was referred to in the testimony taken before the Wilson committee, 
and on page 189 I see some testimony in relation to the payment. It is 
detained also on page 17 of the report of the committee. 

TO E. H. EOLLINS. 

The Chairman. I find in 1871, January 16th, E. H. Eollins, cash 
paid, expenses to Washington and legal expenses, $198.50. Explain 
that. 

The WiTNBSS. I know nothing about that. Mr. Eollms was an officer 
of the company, and that seems to be a reasonable and proper charge. 

58 p B 
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TO J. M, S. WILLIAMS. 

Q. I find on February 10, 1871, a draft drawn by J. M. S. WilUams, 
to the order of E. H. Bollius, for $500, charged for legal expenses. 
What were those legal expenses ? — A. 1 do not know what that is for. 
Mr. BoUins represented our company in Washmgtou for one year, 1 
think. 

TO EDWAED ATKINSON. 

Q. I find on April 22d, 1871, a voucher to Ed ward. Atkinson, Boston, 
for services in making business arguments as to liability on the interest 
of the Government bonds, $1,200; with the ft)llowing letter, dated April 
22d, 1871 : 

Mr. Edward Atkinson : 

Dear Sir : The matter of coiDX>eu8atiou for services rendered by yoa to this com- 
pany was referred to me by the executive committee, and I declined to act, and brought 
the subject before the committee at their last meeting. The treasurer was directed 
to pay you twelve hundred dollars for your services, which you will be paid by call- 
ing at the office. 

Yours, truly, 

JOHN DUFF, Vice-Pre8id€HL 

What services were those 1 — A. My recollection of this is very indis- 
tinct, but I believe that Mr. Atkinson 

Q. Is he a lawyer 1 — A. No, sir ; he is not a lawyer,.bat he is a man 
of experience, character, and reputation — a man of high standing in this 
community. 

Q. How was such an item charged to legal expenses f — A. Perhaps 
that ought not to have been charged to legal expenses. It more prop- 
erly belongs in the general expense account of the company. Mr. At- 
kinson, at our request, I think, prepared an article on the interest ques- 
tion. This payment represents his compensation. 

TO HAMMOND & POMEBOY. 

Q. I find a draft at sight, dated September 9, 1871, to the order of 
ourselves, $3,000, drawn by Hammond & Pomeroy. Where is the 
voucher for the services for which the draft was drawn ? — A. That I 
believe you will find embraced in the settlement ultimately made with 
them, covering their services. 

TO H. LATHAM. 

The Chairman. I find, on January 3, 1871, a voucher to H. Latham 
for expenses to Washington and return, $100. Please explain that. 

The Witness. I know nothing about it. I never heard of the gen- 
.tieman before. In its present shape it would not pass to-day. 

TO EMOTT, HAMMOND & POMEEOY. 

The Chairman. I find a sight draft, dated March 20, 1871, to the or- 
der of ourselves, drawn by Emott, Hammond & Pomeroy, $3,500. 

The Witness. If you can turn to the voucher of October 30, 1871, 1 
think I can explain it This draft formed a part of a settlement subse- 
quently made with Emott, Hammond & Pomeroy. I am sure of that. 

Q. And was deducted at the time of the settlement ?— A. Yes, sir^; 
deducted at the time of the settlement. 
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TO G. A. JENES. 

Q. 1 find this paper : 

New York, March 2, 1871. 
J. M. S. Williams, Treasurer of U, P, 

Pay to the order of G. A. Jenks, f4,500, aud charge the same to his account in full 
settlement. 

C. S. BUSHNELL. 

Also a receipt filed with draft, dated Washington, March 2, 1871, for 
114,500. 

Received of C. S. Bnshnell $4,500, iu full for services rendered the Un,ion Pacific 
Railroad Company, the Credit Mobilier of America, Oliver Ames, John Duflf, Sidney 
Dillon, and C. S. Bushncll, in the case of T. P. Hazard. 

Why should the Credit Mobilier expenses at this time be charged to 
the Union Pacific ? — ^A. I cannot say. That would be for the officers to 
pass upon at the time. 

Q. Can you give any other explanation f — A. I can give no other ex- 
planation. 

TO C. S. BUSHNELL. 

The Chairman. I find this : 

Union Paoifio Bailroad Company to C, S. Bushnellf Dr, 

1871. Cash paid February, 1876, for counsel fees $20,000 

Interest to October 18, 1871 1,000 



21,000 
I hereby acknowledge to have received $21,000 in full of the above bill. 

I hand you the voucher to have it explained. 

The Witness. I am not able to explain it. I notice the voucher was 
approved by the vice-president of the company, and I presume it was 
paid on his approval. 

TO L. p. PEASE. 

The Chairman. I find this : Voucher of February 12, 1872, to L. P. 
Pease, Voucher Ko. 3,154 for the year 1872, appear to be missing. They 
are small vouchers, and I suppose they dropped out. I want to call 
your attention to them. 

The Witness. The payment to Mr. Pease was made at Omaha, and 
was for copies of papers. That is the reason the vouchers are not on 
file here. The voucher of Minot & Balch, Ko. 3154, is missing. It was 
for services in regard to some safe-deposit company. 

TO E. H. ROLLINS. 

The Chairman : 

Union Pacific Kailroad Company to E, H. Rollins, April 11, 1872. 

For expenses to Washington and return, and cash paid legal expenses, at 
Washington $90 50 

The Witness. I am not able to explain that, but Mr. EoUins was in 
our service, and it seems to me to be a reasonable voucher. 

TO B. w. spence. 
The Chairman [reading] : 

Boston, October 14, 1872. 

Received of the Union Pacific Railroad Company, $2,314.12, in full satisfaction of a 
judgment in the supreme judicial court for the county of Suffolk, in suit brought by 
me against the Union Pacific Railroad Company, being the sum for which judgment 
by agreement has this day been entered. 

BENJAMIN W. SPENCE, 

By his Attorney, 
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Q. Why is the amoant of the judgment charged to legal expenses!— 
A. This was a controversy between Mr. Spence, a former employ^ of 
the company, on the one hand, and the company, on the other. ¥i, 
Spence claimed that he was entitled, by reason of the extraordinary la- 
bor imposed upon him, to a larger amount of compensation than had 
been paid to him by the company, and he brought suit against our com- 
pany. Technically, I suppose the amount ought to have been charged 
to salary account, but it was looked upon by the company as most un- 
just, and I presume they let it go under the head of legal expenses. 

Q. As a rule, you did not charge a judgment to your legal expenses! 
— A. NOy sir. 

Q. You charge it to what! — A. Taking the case in pointy I should say 
the amount ought to have been charged to the salary account, as it was, 
if for anything, on account of services rendered, or claimed to have heen 
rendered, by Mr. Spence. 

TO U. H. PAINTEB. 

The Chairman : 

The Union PcLcifio Bailroad Company to U, H, Painter, of Cleveland^ Ohio, 1873. 

Eighth month, 20. Partial expenses of detectives in collecting testimony to con- 
vict the forger of income bonds |300 

The Witness. I recollect the forgery of the income bonds, and I pre- 
sume Mr. Painter must have been engaged in some way in ferreting out 
the forgers. It seems to me the expense is a reasonable one. 

Q. Was he employed by the company ? — ^A. I know nothing about it, 
but my impression is that he had more or less to do with the investiga- 
tion of this forgery. 

Q. Who was Mr. Painter! — A. Mr. Painter is a correspondent of a 
newspaper, I believe, and resides in Washington ; at least he does for a 
part of the time during the year. 

Q. Was he subsequently employed by the company I — A. I think Mr. 
Painter has been employed occasionally by the company. My recollec- 
tion is that Mr. Painter has made two or three compilation s of laws, or 
opiDious, for the company, and that we paid him for his work. The pay- 
ments, as I recall them, have always been reasonable. 

Q. Where does he reside now ! — A. I do not know. I see him occa- 
sionally when I am in Washington. I suppose ho resides there the 
greater portion of the time. 

TO W. W. WARDEN." 

The Chairman : 

The Union Pacific Railroad Company to William W, Warden, Washington, D, C, 
Special services and all claims whatsoever to date $700 

The Witness. I know nothing about the voucher, and I am unable 
to recall any circumstances connected with it. 

Q. Was it any legal service that you recall! — A. !No, sir; I do not 
remember his name even. 

TO U. H. PAINTER. 

The Chairman : 

Union Pacific Railroad Company to U, H, Painter, West Chester, Pennsylvama. 

Balance dae for expenses^ snit, arrest, and conviction of L. White alias Will- 
iam Ellis, forging and issning income bonds ••• tS,174 90 
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The Witness, That voucher confirms my recollection with reference 
to Mr. Painter^s connection with this case. Our income bonds were 
printed, and they were therefore very easily counterfeited. The coun- 
teri(Biter8 in this case succeeded in floating a large number of forged 
bonds in New York, and the company was naturally interested in dis- 
covering the forgers. 

Q. Was Mr. Painter employed as a detective I — A. I am not able to 
tell you, but my recollection is that Mr. Painter did some work in that 
connection. 

Q. Detective work ? — A. Kot detective work. 

Q. What kind of work?— A. I think he visited the brokers, and fol- 
lowed up the forgers, so far as a man outside of a detective agency . 
might do so. He attended the trial, if I recollect right. My Impres-* 
sion is the forgers were tried in Cleveland, Ohio. 

Q. Do you regard this as a sufficient voucher for such an expendi- 
ture f — A. I think it is. • 

TO U. H. PAINTER. 

The Ohaibman : 

Union Padfie Bailroad Company to U. H, Painteff Washington, D, (7. 

On aeconnt of expense, arrest, and conviction of William Ellis alias Loren White, 
who issaed and passed the forged income bonds, balance nnadjnsted |500 

The Witness. I presume this is a part of the voucher previously re- 
ferred to. 

Q. How long have you known Mr. Painter f — A. I think since about 
1873 or 1874. 

Q. Has he not been employed regularly by this company in Wash- 
ington f — A. I think not. I have no recollection of his having been 
employed by the company regularly. My recollection is that Mr. 
Painter has only been engaged in special tasks, such as those already 
indicated by me. 

Q. What are they ? Just name some of the special tasks. — ^A. The 
only ones that I recall are the compilations of the laws. I know there 
have been two or three compilations of the laws, or of the debates in 
Congress, in relation to the Pacific railroads that were compiled by Mr. 
Painter, and my impression is that we paid him for his work. I have no 
recollection of any other payments to Mr. Painter now. 

Q. How many compilations has he made of the laws ? — A. I do not 
know. I think he compiled the laws, or compiled the proceedings in 
Congress in relation to the Pacific Bailroads, in 1873, and, if I am not 
mistaken, again in 1878. I may as well add here that I have no knowl- 
edge of any considerable sums having been paid to Mr. Painter, The 
payments which we have made to him have been of moderate sums only. 

Q. Have you any copies of the compilations ? — A. I think I have one 
on my table. I have one compilation which, as I recall it, was made by 
Mr. Painter, and which apparently covers the Congressional proceed- 
ings in relation to the Pacific railroads in the Thirty-seventh, Thirty- 
eighth, and Fortieth Congresses. I may be mistaken as to this, but my 
recollection is that this is Mr. Painter's work. 

Q. How was he paid for that work ? — A. I think we paid him on a 
voucher. 

Q. How much did you pay him f — A. I cannot tell you from memory, 
but 1 will look it up. 

Q. Will you give me the payments to TJ. H. Painter, from time to 
time, in any other account except legal expenses 1 — A. Yes, sir. 
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TO B. E. BOBBINS. 

The Chaibman : 

Union Pacific Bailroad Company to B, E, Bohhina. 

1874, September 15. Legal expenses incurred by me in the matter of tbe pe- 
tition of H. W. Golden $5,300 

Who was E. B. EobbiDS, and what was the nature of the proceeding 
referred to f — A. Mr. Bobbins was, I believe, at that time one of our 
directors. As I recall this matter, Mr. Golden was in some way inter- 
est/Cd in a suit brought for the purpose of compelling the company to 
pay its income bonds. I presume this voucher covered the expenses 
•incurred by the company in resisting that proceeding. I notice the 
voucher bears the approval of the vice-president. 

Q. Do you regard this as a sufficient voucher for such a payment?— 
A. Knowing the character of the gentleman, I should say it was. 

TO W. E. OHANDLEB. 

The Chaibman : 

The Union Pacific Bailroad Company to W, E, Candler, 

Washington, D. C. 

1874, July 15. For general retainer on aceount of services as counsel to said 
company with reference to proposed suit in Coui-t of Claims, and other 
legal expenses $2,000 

What other legal expenses does that refer to f-^A. I do not know. 
This voucher confirms my recollection, as I have already given it to the 
Commission, concerning Mr. Chandler's employment. He conducted the 
suits of the company in the Court of Claims, which arose under the act 
of 1873. 

TO J. M. THAYEB. 

The Chaibman : 

Union Pa^fic Bailroad Company ^ Dr., to J. M, Thayer, 

Washington, D. C. 

June 15, 1874. Legal expenses ^ |r.flO 

Beceived payment in full. 

The Witness. I am not able to give you any explanation of that 
voucher. I notice the payment had the approval of our auditor. 

TO J. H. WOBCESTBB. 

The Chaibman: 

The Union Pacific Bailroad Company to J, ff. Worcester , Dr,, of W<i8hingion,. D. C. 
June, 1874. To services rendered, legal, and disbursements f300 00 

The Witness. I am not able to explain it. I have no recollection 
of the voucher. 

TO HAM BBOTHEBS. 

The Chaibman : 

The Union Pacific Bailroad to Ham Brothers, Dr f21,969 83 

Why is this charge made to legal expenses I 

The Witness. This voucher, although amounting to $21,969.83, was 
ot all charged to legal expenses. The amount paid on April 30 for 
ttorneys' fees, $6,000, and the amount paid on May 6 to H. L. Bur' 
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tiet^ attoriiey, in settlement of the Pollard suit^ $10,000, was charged to 
legal expenses. The release of Mr. Pollard is attached to the voucher. 

TO HAM BBOTHEBS. 

The Chairman : 

Union Pacifio Railroad to Ham Brothers, 

For attorney fees and legal expenses $5,000 00 

Interest to date of payment ^ 93 33 

5, 093 ^3 

The Witness. I know nothiiig about that voucher. I notice that it 
bears the approval of Mr. Dillon, who was then the president Of the 
company, and it is also approved by Messrs. Jay Gould and Oliver 
Ames, then directors in the company. 
Q. Who were the. attorneys ? — A. I am not able to tell you< 
Q. Do you regard that as a sufficient voucher! — A. I do; yes, sir. 

TO E. W. STOUGHTON. 

The Chairman : 

June 4, 1875, paid to E. W. Stoughton $5,000 

Jnnef) 5,000 

April 15 : 2,500 

November 19 - 2,500 

November 19 (again) * 2,50D 

Decembers, ltt75 7,500 

Q. What were the services rendered by Mr. Stonghton during the 
year 1875 for the compensation that was paid to him, and was he the 
regularly employed counsel of the Union Pacific Eailroad Company t 
There was also another one on April 15, 1875, for $4,000, that being in 
connection with Mr. Burnett and Mr. Dillon. — A. I am not able to tell 
you definitely, but my impression is that Mr. Stoughton was interested 
in the preparation of and appeared for us in court in the case of the 
company against the United States arising under the act of 1873. The 
first case so arising under that act was esteemed, very naturally, to 
have been of grave importance to the company. 

TO W. E. CHANDLER. 

The Chairman : 

Union Paoifio Bailroad Company to W, E, Chandler, Concord, N, H, 

May 1, 1875, to services /i« attorney and connsel in full to date, in aU matters 
at Washington, including attempted adjastment of interest account with 
the United States in transportation snits in the Court of Claims |3, 000 

The Witness. I know nothing more about that than what appears 
on the face of the voucher. I know that Mr. Chandler was represent- 
ing the company at that time. 

TO EMOTT, BURNETT & HAMMOND. 

The Chairman : 

Union Pacifio Bailroad Company to Emott, Burnett ^ Hammond, 

July 30, 1875 |1,609 00 

Jannary 1, 1876, Union Pacific Railroad Company to Emott, Burnett & 
Hammond 3,036 00 

Total for the year 1876 i 9,046 00 



t 
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Please explain the difference between the amounts indorsed upon 
the voucher and the amounts as charged within I There seems to be 
a mistake there. 

The Witness. The difference is due to the fact that partial payments 
had been made to Messrs. Emott, Burnett, and Hammond, on accpnntof 
their services. These partial payments were included in the amount 
entered on the books of the company on March 10, 1876, and were in 
addition to the amount of the balance claimed to be due them on that 
day. 

TO J. F. FABNSWOKTH. 

The Chairman : 

Union Padfio Bailroad Company to J. F, Famsworth, Dr, 

May, 1876. Retaining (fee $500 

Received payment of W. E. Chandler. 

J. F. FARNS WORTH. 

For what services, in what case, was that paid f — A, I cannot tell. I 
know nothing about it. 

TO SIDNEY DILLON. 

The Chairman : 

The Union Pacific Bailroad Company to Sidney Dillon^ Dr, 

November6, 1875. !]^or extra attorney fees, paid $320 

Also advertising dividend, analyzing coal, expenses to Washington of Belf, 
and taking depositions. Total |55fi 25 

What attorneys were employed, and why were the other charges made 
against legal expenses — analyzing coal, and other expenses ? — A. Tbe 
expense of analyzing coal was not included in our charge to legal ex- 
penses. The amount of the voucher, $558.25, was apportioned ; $228 
to expense account, and $330.25 to legal expenses. 

Q. Who were the attorneys ? — A. There is nothing on the voucher or 
on the books of the company to show. 

TO SIDNEY DILLON. 

The Ohaieman : 

The Union Pacific Bailroad Company to Sidney Dillonf Dr. 
October, 1876. For amonnt paid for counsel fees at sundry times $5,000 

Who were the attorneys, and for what services was that amount 
paid ? — ^A. There is nothing on the books to show who the attorneys 
were. We have nothing more on file in relation to the voucher. 

TO SIDNEY DILLON. 

The Chairman : 

The Union Padfi^i Bailroad Company to Sidney Dillon, of New Torky Dr. 

March 18, 1875. For le^al expenses incurred in the question of the termini of 
the Omaha bridge and the road, and for attorney fees in the same case $5, 000 

Who were the attorneys employed in that case ? — ^A. I cannot tell 
you. I know nothing about this payment, except what appears on the 
face of the voucher. 
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TO W. B. OHANDLEB. 

The Chairman : 

Washington, December 31, 1875. 

- Received of the Union Paciflo Railroad Company two thousand dollars on account 
of legal services in the transportation snit, and various other matters. 
^,000. 

W. E. CHANDLER. 

Washington, D. C, April 12, 1876. 

Received of the Union Pacific Railroad Company two thousand dollars on account 
of lesal services, and in all other matters pending in this city. 

W. E. CHANDLER. 

New York, February 28, 1876. 

Received of Sidney Dillon, president, one thousand dollars on account. 

W. E. CHANDLER. 

Union Pacific Railroad Company to W, E, Chandler^ attorney at Law. 

To services in the United States Court of Claims, and all other matters at Wash- 
ington during 18f5, and the present year ,. $2,000 

W. E. CHANDLER. 

Making a total of $7,000. Can you explain these vouchers f 

The Witness. Only on the supposition that Mr. Chandler was then 
engaged, as I recollect that he was, or as I believe that he was, in the 
preparation and trial of our cases before the Court of Claims ; proving 
the claims and getting them in shape to go before the court. 

Q. Was he the only attorney in Washington at that time! — ^A. I am 
not sure j I think he was. At all events he was our most actively em- 
ployed attorney there at that time. 

Q. Was he the leading attorney of the road in Washington at that 
time f — A. At that time, I should say he was. 

TO H. M. BAKER. 

The Chairman : 

Washington, D. C, August 28</i, 1876. 
Union Pacific Railroad Company to Henry M, Baker, Dr. 
For retaining fee and on account of Mjrvices |100 

The Witness. I am not able to explain that. 

Q. Who is Mr. Baker f — A. I do not know. 

Q. Do you know whether he was a lawyer?— A. I do not know. 1 
see the voucher bears Mr. Chandler's approval, and I think, therefore, 
il had some connection with the controversy in the Court of Claims. 

to f. a. sawyer. 
The Chairman : 

F. A. Savoyer, 
Angnst 9, 1876. For services as attorney |150 

The Witness. I cannot explain it. 

Q. Who was Mr. Sawyer, and what kind of services did he render, 
and where did he render them f — A. I am not able to say. I notice the 
payment is approved by the auditor. 

TO SHELLABAEGEB & WILSON. 

The Chairman : 

Received, December 19th, 1876, of Sidney Dillon, esq., Jby check of Ham Brothers, 
$5,000, retainer for professional services for the Union Pacific Railroad Company, as 
per agreement. 

SHELLABARGER & WILSON, Attorft.^%, 
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What was that agreement! — A. I do not recollect what the agree- 
ment was, but this appears to have been our first payment of any con- 
siderable amount to Messrs. Shellabarger & Wilson, and I presamethe 
agreement must have been the one that led to their employment as our 
regular counsel. 

Q. Have you the agreement ? — A. I have no recollection of ever hav- 
ing seen it. I am not able to find on file any contract with Shellahar- 
ger & Wilson. It may have been that the agreement was an oral one 

TO U. H. PAINTER. 

The Chairman : 

Union Pacific Railroad Company to U. H,- Painter, 
1877, February 1. To clerical work $2,500^ 

The Witness. I am not able to explain this payment. I do not 
know whether or not it is in connection with or on account of the com- 
pilations. 1 notice that it bears Mr. Dillon's approval. It was paid, 
of course, on that approval. 

Q. Do you know of any service rendered by Mr. Painter in Washing- 
ton during that year? — A. Ko, sir; not at Washington. 

Q. Or any other place? — A. No, sir; in 1877 I do not. I do not re- 
member anything going on in Washington or elsewhere in 1877 where 
Mr. Painter would have been called on to render us any service. 

Q. Has he been employed by the Union Pacific Company at Wash- 
ington to make explanations of legislation to members of Congress !— 
A. I think not ; I never heard that he was. 

Q. Do you know ? — A. No, sir; I do not. I never heard that he was 
so employed. 

Q. What clerical work would he be employed to perform for thd 
company at such an expense of $2,500?— A. I can think of nothing ex- 
cepting the comi)ilations of the debates already referred to ; I know of 
nothing else. 

TO GEORGE RHODES. 

The Chairman : 

Received from the Union Pacific Railroad Compau^ $2,000, it being in full for serv- 
ices of the mouths of August, September, October, and November, as per agreement 
of July 2:5, 1876. 

G. RHODES. 



Approved. 



Washington, November 14, 1876. 
SIDNEY DILLON. 



The Witness. I cannot recall any of the circumstances connected 
with this payment. 

Q. Who is Mr. Ehodes ? — A. I do not know. ' 

Q. Was he a compiler, like Mr. Painter? — A, I have no recollection 
of ever having heard his name before. 

Q. Was he a lawyer t— A. I do not know. 

TO GEOEGE RHODES. 

The Chairman. In connection with the voucher now in your hand, 
I call your attention to this voucher : 

Union Pacific Bailroad Company to George BhodeSf Dr. 

For services ap*^ — •^'^nses in Washington during the months of De- 
iber, January ^nd March $3,000 
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The words " months December, Janaary, February, and March'^ ap- 
pear to have been written over, and an attempt to erase the words 
" sessions Forty-fourth Congress.'^ Please look at that bill and explain 
it. 

The Witness. I am notable to give you any explanation in relation 
to these vouchers. I have no recollection of Mr. Bhodes's name. The 
voucher for $3,000 appears to have been paid through Mr. Sidney Dil- 
lon. 

Q. Who audited the bills'? — A. Both bills wpre approved by Mr. 
Sidney Dillon. 

Q. Who audited the bills ? — A. They appear to have been verified by 
•the auditor. 

Q. Who was the auditor ? — A. Mr. Wilbur. 

Q. Where is he f — A. He is not living ; he is dead. 

Q. Were you connected with the road at that time ? — A. Oh, yes, 
jsir ; I have been connected with the road since 1872. 

Q. In what position ? — A. I think in 1876 T was the assistant secre- 
tary and assistant treasurer. 

Q. Did you ever hear of Mr. Ehodes in connection with the business 
of the road ? — A. If I did, his name has entirely passed from my mem- 
ory. 

Q. Did you ever hear his name before ? — A. Kot to my recollection. 

Q. Who could give the information about this voucher? — A. I think 
Mr. Sidney Dillon can. Mr. Khodes's name has entirely passed out of 
my mind. I have no recollection of ever haviug seen the voucher be- 
fore. 

TO SIDNEY D11.L0N. 

The Ohaieman [reading] : 

Union Pacific Bailroad Company to Sidney Dillonj I>r, 

1877, April 24. Per cash paid oat at sundry times for legal expenses $20,274 

Approved. 

JAY GOULD. 

The initials, perhaps, you can explain. '^ P. L. A.'' and 5^ B. B. B." 
Who were the attorneys, and what were the legal expenses! 

The Witness. I know nothing about the voucher, except what it 
shows on its face, and the memorandum which is annexed to it. The 
voucher was approved by Messrs. Jay Gould, Frederick L. Ames, and 
Senjamin B. Bates, who were then directors in the company, and also 
by the company^s auditor. The memorandum attached to the voucher 
indicates that the payments were made in settlement of the Pollard, 
Fisk, and other suits in Few York. 

Q. But the voucher already produced shows payments for these very 
suits. How do you explain that f I call your attention to that voucher 
in the Fisk and Pollard suit. — A. I am not able to explain it. That 
fact escaped my recollection. I know nothing about this voucher, ex- 
cept what appears on its face. I presume the expenditure was made 
by Mr. Dillon on behalf of the company. 

Q. Can he explain it? — ^A. I have no doubt that he can. 

TO W. R. MARTIN. 

The Chairman [reading] : 

The Union Pacific Railroad Company to Sidney Dillon^ New York, 

1877, July 25. For cash paid William R. Martin for connsel fees in various 
matters f 1,000 
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Who was Mr. Martin, and what were the various matters f — ^A. I can- 
not tell you. This voucher appears to have Wen subjected to a good 
deal of scrutiny, since it was approved by four of the directora as well 
as having passed through Mr. Dillon's hands. 

Q. Was he a lawyer ! — A. I have no recollection of his name. 

Q. Did you ever hear of him in connection with the road I— A. If I 
ever heard his name it has since entirely passed out of my mind. 

TO J. W. JENNINGS. 

The Chairman : 

Union Pacific JRailroad Company to J, W, Jennings, Dr. 
March 5, 1877. For salary and expenses in full to date |600 

The Witness. I am not able to explain that voucher. It came to us 
from the president. 

Q. Do you know who Mr. Jennings was f —A. Ko, sir ; I do not 
That was an expenditure made through our president, Mr. Sidney Dil- 
lon, and I presume it can be explained by him. 

TO W. S. LINCOLN. 

The Chairman : 

The Union Padfio Bailroad Company to W, S, Lincoln, Washington. 
1877, March 7. For expenses and services rendered as attorney ^.. $1,000 

The Witness. That I cannot explain. The amount was paid in the 
same way. The case was one connected with the construction of the 
road. I remember the man's name, Miller. 

Q. Cook was the attorney. He represented the road. Do you recol- 
lect Cook ? — A. Ko, sir ; not at all. 1 assume that the voucher had con- 
nection with the original construction, because of the name of Miller as 
contractor. 

TO JAMES F. WILSeN. 

The Chairman : 

Union Pacific Railroad Company to James F, Wilson, 

1877, March 9. For retaining fee in the snit of Miller and Paterson and other 
snitsin Illinois and Iowa $6,000 

The Witness. That is the case I had in mind in connection with 
Mr. Cook's voucher. Miller and Patterson were contractors on the road. 
This must have been a payment made to Mr. Wilson on account of tire 
services rendered by him on behalf of the company in that controversy. 

TO J. F. FARNSVrOETH. 

The Chairman : 

Union Paci/ie Bailroad Company to J, F, Farnsworth, Washington, Dr. 

March 1, 1877. To counsel and making hrief, &c., in opposition to application 
of the Burlington and Missouri River Railioad Company to be declared a 
branch, &-o., of the Union Pacific Railroad Company, second session Forty- 
fourth Congress f 1,000 

The Witness. I know nothing about that. It was paid by Mr. Dil- 
lon. 

Q. Can Mr. Dillon explain that?— A. I should say it was already 
explained in the voucher. 

Q. WhowasMr.Farnsworth; was he a counsel regularly employed!— 
A. No, sir; not regularly employed. He was specially employed. 
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Q. Why was he specially employed as agaiust the regularly employed 
connsel in Washington! — A. That I cannot tell. 

Q. Who will answer that 1- -A. I think, perhaps, Mr. Sidney Dillon 
can recall the drcnmstauces. • 

TO W. E. CHANDLER. 

The Chairman : 

Washington, March 5, 1877. 

Union Pacific JRailroad Company to W, E. Cham^dleTf Dr, 

To services in tLe snit of said company against the United States, in the Court 
of Claims, and various other suits of said company, in its controversy with 
the Burlington and Missouri River Railroad Company, and as to all other 
matters in my charge $5,000 

The Witness. I think that voucher suflBciently detailed. 

Q. Was he the regularly employed attorney at that timel — A. My rec- 
ollection is that he was regularly employed for a few years. 

Q. What other attorneys had you during that year I Messrs. Shella- 
barger & Wilson seem to have been paid $10,000 for services in. Wash- 
ington pending this same suit. — A. Shellabarger & Wilson were rep- 
resenting us there at the same time ; but I think Mr. Chandler's con- 
nection with the company did not continue long after Shellabarger & 
Wilson were retained by us. 

OLIVEE W. MINK. 

The Commission then adjourned to Friday, June 3, 1887, at 10 a. m. 



Equitajjle Building, 
Boston^ Mass.j Friday^ June 3, 1887. 

The Commission met pursuant to adjournment, all the Commissioners 
being present. 

OLIVER W. MINK, being further examined, testified as follaws : 

to CHARLES A. ELDRIDGE. 

By the Chairman : j 

Question. Please explain the voucher No. 13794, dated April 19, 1878, 
Washington City, D. C. 

Union Pacific Railroad Company in account with Charles A. Eldridge, I)r, 
To professional services rendered said company $2, 000 

What professional services was that for, and was Mr. Eldridge the reg- 
ular employed attorney of the company ?— Answer . I am not able to tell 
you what the service was. I notice that the voucher is in- the handwrit- 
ing of our attorney, Hon. J. M. Wilson, of Washington, and I presume 
the service must have been in connection with the services that were ren- 
dered by him there. I would like to add, that since the adjournment of 
yesterday I have thought more or less upon the phraseology of vouchers 
presented to the company by professional gentlemen, and my general 
impression is confirmed that the practice of the profession is not to 
detail the character of the services rendered. It is, therefore, very diffi- 
cult for me to go over vouchers extending over a number of years past 
and tell you on the instant what the servi(5e, in any special case, may 
have been. 

TO SIDNEY DILLON. 

Q. Voucher No. 13357. 

Union Pacific Railroad Company to Sidney Dillon, Dr, 
For eaah paid for legal services %%^^^ 



f. 
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To whom were tbe paymeuts^ade^f — A. They do not appear in the 
voucher, but they were undoubtedly on account of the suit of Miller and 
Patterson. This was a troublesome suit then on trial in the State of 
Illinois. 

Q. Have you any memorandum or record showing what individoals 
received payment of this sum for legal services ? — ^A. Not here. 

Q. How was the money paid ; in cash or check 1 — A. It would take 
us a long time to determine that. 

Q. Why? — A. Because we would have to hunt for our checkbooks 
for that period. I think there is ho reasonable doubt that this money 
was paid by check to Mr. Sidney Dillon. 

Q. You think the check was drawn to Mr. Sidney Dillon f — A. I think 
there is no reasonable doubt of it. 

TO JAMES M, HAM. 

Q. Voucher No. 13,703, dated March 30, 1878, sight draft, dated 
" New York, June 1, 1877,'^ to the order of James M. Ham, drawn by 
Sidney Dillon for James M. Ham, and addressed to H. MacFarland, 
treasurer, Boston Mass. ; expenses, in part, of Fisk suit. Please explain 
that voucher ? — A. Our entry, covering this transaction, says that the 
amount was for the expenses in pirt of the Fisk suit, which suit, as ad- 
vised by letter of Messrs. Bmott, Burnett & Hammond, who were oar 
solicitors in New York, dated June 1, 1887, has been compromised, set- 
tled, and discontinued. 

Q. I want to know what expenses were incurred, and to whom those 
payments of the sum of $20,000 were made 1 — A. There is nothing in 
our correspondence to show. It may be that the money was paid to the 
executrix of James Fisk. 

Q. Who could explain ! — A. I think Mr. Sidney Dillon could ex 
plain this in full. - 

TO SIDNEY DILLON. 

Q. Voucher No. 14666, dated November 27, 1878. 

Union Pacific Eailroad Company to Sidney Dillon, Dr. 

For cash paid for advertising and printing and attorney fees |750 

Paid. 

What attorney fees — I especially call your attention to that matter- 
were paid, and who were the attorneys paid f — A. 1 am not able to tell 
you. 

Q. Who can tell ?— A. Mr. Sidney Dillon, I think. 

Q. Toucher No. 14545, dated October 30, 1878. The Union Pacific 
to H. B. Hammond of New York, $250. Was Mr. Hammond an attor- 
ney ? — A. Yes*; he was at one time one of the firm of Emott, Burnett 
& Hammond. 

Q. Was he regularly employed by the company at that time I I mean 
by the year f — A. I think he was. My recollection is that he was. If 
I recollect right, he attended more directly to the matters assigned to 
the firm of which he was a member. 

TO A. S. ROACH. 

Q. Voucher No. 13756, dated April 12, 1878. 

Union Pacific Eailroad Company to A, 8, RoacH, 
April 11, for services as attorney at law $2,000 

Who was Mr. Eoach and what services did he render ! — ^A. I do not 
remember him at alL Mr. I>Ulon; I tjiink; paii explgbta that voucher. 
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I notice that it is approved by him. I ought to say iu this connection 
that a voucher coming to us, bearing the approval of Mr. Dillon, as this 
voucher did, would be paid without attracting any special attention. 

TO E. ATKINS. 

Q. Voucher No. 14792, December 27, 1878, dated— 

Boston, January 30, 1877. 

Received of the Union Pivcitic Railroad Company, 5|f3,500, to be accounted for. 

E. ATKINS, V. P. 

Please explain that voucher. — A. This amount appears to have been 
a part of the sum, the pfiyment of which was approved by the executive 
committee on January 27, 1879, at which meeting the treasurer re- 
ported that, under the resolution of the executive committee of May 
30 and November 25, 1878, ho had paid to R. G. Hazard the sum ap- 
proved by counsel, namely, $15,000, and for counsel fees and expenses 
connected with the Hazard suit the further sum of $11,855.47, of which 
this $3,500 is a part. 

Q. What connection has that with the Hazard suiti — A. Without 
knowing definitely, I presume that Mr. Atkins was a party to the suit, 
was acting on behalf of the company, and was obliged to incur this 
legal expense. 

Q. Was it a payment for attorney fees, or was it a payment on ac- 
count of a claim against the company? — A. I think not on account of a 
claim, because the claim ajipears to have been si)ecifically settled at a 
sum approved by counsel, namely, $15,000. I conclude, therefore, that 
it was on account of counsel fees. 

After conference with Mr. Atkins, since giving the foregoing" answer, 
I learn that he is under the impression that the amount was paid to 
Mr. Hazard through Mr. Bartlett, in addition to the sum of $15,000 
named in the release. 

TO B. H. HILL. 

Q. Voucher No. 15961, dated October 30, 1879. 

T1ic Union Pacific Bailroad Company to B, H, Hill, Dr. 

1879, October 18, for services as attorney iu Supreme Court of the United 
States $10,000 

What services were rendered by Mr. Hill f — A. This was Senator 
Hill. My recollection is that Mr. Hill made an argument in behalf of 
the company in the Supreme Court on the constitutionality of the Thur- 
man Act. 

Q. Was he in the Senate at that time! — A. That I am not able to 
tell you 5 I do not recollect. 

TO SAMUEL W^ARD. 

Q. Voucher No. 14929, dated January 27, 1879, being a draft dated 
Few York, 2d January, 1879 : 

Pay to the order of Messrs. S. W. Boocock & Co., f.500. 

SAM'L WARD. 

And addressed to " Sidney Dillon;" also draft, 2d December, 1878: 

Pay to the order of Messrs. S. W. Boocock & Co., $500. 

^Signed) SAM'L WARD. 
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Addressed to "Sidney Dillon.'* Will you please e^lain these Y— A. I 
am not able to explain these voachers, bat I piesame Mr. Dillon can. 

Q. Who was Mr. Ward t— A. Mr. Samuel Ward, a gentleman <^ some 
prominence in Washington. I never saw him, however. 

Q. Was he an attorney of the Union Pacific f— A. Kot regularly em- 
liloyed. If we paid him any other sums, they must have bee^ very in- 
considerable in amount, since they never made any impression on my 
mind. 

Q. What kind of services did he render in Washington t — ^A. I am 
not able to tell yon. 

Q. Was he employed anywhere elset — A. Mr. Dillon can undoubt- 
edly tell you. The voucher was paid through Mr. Sidney Dillon, and 
on his approval. 

Q. Was Mr. Ward the gentleman that had some reputation as a lob- 
byist in Washington! — A. I think so. 

Q. This is the same person t — ^A. I believe it to be. 

"* TO SAMUEL WARD. 

Q. Voucher Ko. 14980, February 4, 1879, being a draft dated New 
York, 2d February, 1879, to " the order of Messrs. S. W. Boooock & 
Co., $500." Signed " Samuel Ward," and addressed to " Sidney Dillon " 
and ** Approval, Sidney Dillon." Will you please explain that t— A. 
That is exactly like the two preceding drafts. They were paid on the 
approval of Mr. Sidney Dillon. 

Q. What were the services rendered f — A. I am not able to tell yon. 

Q. Would you, as comptroller, approve of such a voucher t — ^A. I 
should be relieved of the necessity of approving such a voucher as this, 
because it bears the approval of Mr. Dillon, the president. 
' Q. Wherever a voucher appears, whether, in your judgment sufficient 
or not, with the approval of a director or officer of the road upon it, 
you would pass it as a sufficient voucher? — A. I should, in a voucher 
for this amount. If a voucher came to me approved by the president 
for an unusual amount, or for an unusual purpose, I should feel, as a 
matter of self-protection, that I ought at least to speak to some of the 
directors in relation to it, although I am relieved, under the instructions 
laid down to govern me in my official conduct, of any responsibility in 
cases similar to the one now in question. 

Q. Would you have required an explanation of a voucher like this !— • 
A. !N^o, sir ; I should not. I should have passed a voucher for that 
amount on the approval of Mr. Dillon without a moment's question. 

TO SIDNEY DILLON. 

Q. Voucher Ko. 15775, September 9, 1879: 

Union Pacific Hailroad Company to Sidney Dillon. 
1879. September 4. For cash paid for attorney and connsel fees , $3,500 

What attorneys' and what counsel fees were paid t — ^A. This is au 
other one of the vouchers paid by Mr. Dillon that he, I presume, cau 
explain. It bears the approval of our vice-president, and was paid be- 
cause of that approval. I think I ought to say that I have no reason- 
able doubt that the expenditures were incurred by Mr. Dillon, because 
he was joined as a defendant in suits that were brought, from time to 
time, against the company and to which he was obliged to make an- 
swer in the courts in New York and elsewhere. 
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TO SIDNEY DILLON. 

(Jl Voucher No. 15192, April 8, 1879 : 

Union Pucifio Railroad Company to Sidney Dillon, br, 

1879. April 7. For attorney and connsel fees paid $1,000 00 

Sundry expenses 244 54 

What attorneys were employed and -what services were rendered and 

what were the sundry expenses thus paid? — A. As to the counsel fees, 

I can only say that I know nothing about them, except what appears 

on the face of the voucher. The other advertising and sundry ex- 

^penses appear to be reasonable, and they were paid without question. 

^. Without items t — A. With Mr. Dillon ; yes, sir. Not ordinarilyo 

TO J. B. STEWART. 

Q. Voucher No. 15140, dated March 25, 1879 : 

The Union Pacific Railroad Company to Sidney Dillon, Dv. 
1879. MaTch 20. For cash paid Joseph B. Stewart for professibnal services. .... $390 

Who was Joseph B. Stewart? — A. I do not know. 
Q. What services did he render ?— A. I do not know. 

TO E. B. MEADE. 

Q. Voucher No. 18878, dated November 30, 1880 : 

The Union Pacific Railroad Company to E, R, Meade, New York, Dr. 
For legal services and retainer (500 

Who was Mr. Meade ? What services did he render at that time ? — A. 
My recoUectioji is that Mr. Meade was letained by Mr. Dill6n and that 
he attended to matters before the Departments in Washington, in con- 
nection with the land grant of the Kansas Pacific Eailroad Company. 
I may be mistaken in that, however. 

Q. Mr. Dillon could give us the information ? — A. I think Mr. Sidney 
Dillon or Judge Dillon can explain the voucher without the slighest 
difficulty. 

TO S. BABTLETT. 

Q. Voucher No. 18681, dated November 10, 1880 : 

IThe trustees u^der the Ames and Davis contr€u:ts to S, Bartleit, Dr, ] 

1876 to 1880. To retainer and services in the snit against Jolin B. Alley. 

Costs of conrt in same 

Betainer and services in the snit of Mndge, in equity, vs. 

The Trustees 

Costs of court in same 

Betainer and services in the snit of Shorey, in equity, vs. 

The Trustees 

Costs of court in same 

Betainer and services in the suit against Nickerson 

Costs of court in same 

Betainer and services in the suit against Stetson 

Costs of court in same 

Betainer and services in the suit against BushneU 

Costs of court in same 

Services in directing and consultation as to the New York 

suits ^ 

Services and advising counsel in the suits in Connecticut. ' 

BiUof C.E.Gros8 622 66 

Bill of Emott, Hammond & Kidder 300 00 



» $3, 500 00 



Total 4, 42^66 

(Indorsed :) U. P. should pay the above %, 

October 7, 1880. JAY GOUUis 

Cf9rR 
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Why was the charge in the voucher made against the Union Pacific 
Eailway Company? — A. This was paid by the Union Pacific Company 
on the approval of Mr. Dillon, our president, and Mr. Gould, one of the 
most active of our directors. The ground upon which they authorized the 
approval of this voucher, and the ground upon which one or two subse- 
quent vouchers of a similar character were approved, was th's : The trus- 
tees under the Ames and Davis contracts were the owners of upwards of 
$40,000 in the securities of the Union Pacific Eailroad Company. The 
securities were in the possession of the Union Pacific Company. Of 
course, they should not have been in our custody. They ought to have 
been in the custody of the responsible oflicer of the trustees. The 
Union Pacific Company, however, claimed the securities on an account' 
current, sold them, and appropriated the proceeds. The payment to 
. Mr. Bartlett and the subsequent payments to which I have referred 
have been held by the officers of the company to have been made on 
acc6unt of those securities, if it shall ever be determined that the trustees 
were the lawful owners of them. That, in brief, is the ground upon 
which this payment was made. If the securities had not been appropri- 
ated by the company the trustees would have been in possession of 
funds to have met this claim. 

Q. Why was the method of indorsement of the voucher changed by 
Mr. Gould from his initials to writing the sentence, " U. P. should pay 
the above %,'' syich indorsement ai)peariug upon another voucher ? — A. 
The fact that Mr. Gould made that indorsement is conclusive in my 
inind that the propriety of payment on the part of the treasurer of the 
Union Pacific Company had been questioned, and the indorsement was 
made in the way of approval. I may say that the matters in connec- 
tion with the appropriation of these securities are complicated and are 
hardly to be handled by me. Perhaps they should bo explained by 
counsel. 

TO SIDNEY DILLON. 

Q. Voucher No. 19481, dated February 28, 1881: 

Union Pacific Railway Company to Sidney Dillon of New York City, 

1881, February 2. For cash paid for attorney and qpansel fees and legal ex- 
penses of sandry old salts and settlements in full of same^. $5,000 

Who were the attorneys and what were the old suits for which the 
payments were made ? — ^A. I am not able to tell you. 

Q. Who can ? — A Mr. Sidney Dillon can tell. I have an impressioD, 
from the date only, that these expenses were incurred in connection with 
the contest which arose over the Kansas Pacific income bonds. 

Q. Why were not the subjects of the payments set out in the voucher? 
— A. That I am not able to tell you. I only give that explanation^ as 
my general impression. 

Q. Was Mr. Dillon in the habit of receiving the payments of the 
vouchers in check or cash ? — A. This payment was made to Mr. Dilllon 
by Mr. Ham, who was then and who is now our assistant treasurer in 
New York. The entry shows that the money was paid to reimburse 
Mr. Dillon for attorney and counsel fees paid by him. I know nothing 
more about it. 
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TO J. B. HENDERSON. 

The Ohaiemaj^. Voucher No. 20327, dated Jane 30, 1881 : 

The Kansas Pacific Railway Company to J. B, Henderson, 

To legal services from 1872 to 1876 ; to oral argument and brief before Pacific Railroad 
Committees in Congress vs. Union Pacific Railroad Compauy, to secure equality of 
rates. 

To preparing bills for same purpose to be introduced into Congress. 

To oral argument and presenting briefs before Committees of Congress on Public 
Lands, to protect land grants of said company, &c. 

Please explain the voucher, if you have any information to give about 
it. 

The Witness. I know nothing about the voucher, except what ap- 
pears upon its face. The services rendered by Mr. Henderson were in 
connection with the Kansas Pacific Eailway prior to the consolidation. 
1 beg to call your attention to the certificate of Mr. Eobert E. Carr, for- 
merly the president of that company, and of Mr. John B. Perry, formerly 
a director of that company, to the effect that they have personal knowl- 
edge that the services were rendered as get forth in Mr. Henderson's 
bill. 

Q. Why was that charge made against the Union Pacific ? Some of 
the litigation seems to have been against the Union Pacific. It was 
a contest at that time, when the Kansas Pacific was contending with 
the Union Pacific Company. — A. This was a claim existing against the 
Kansas Pacific Railway Company. It may be that the contest from 
which this claim arose was a contest between the Kansas Pacific and 
the Union Pacific Eailroad Companies ; but: I do not think that circum- 
stance would relieve the Union Pacific liailway Company, as the suc- 
cessor of the Kansas Pacific Railway Company, from the payment of 
any just claims against the last-named company ; and the voucher in 
question appears to have been a valid claim. 

TO BUBBILL, DAVIDSON & BUBRILL. 

Q. Voucher Ko. 21178, dated October 31, 1881 : 

The Union Pacific liailway Company to Burnllj Davidson 4" Burrillf and John E, Burrill, 

October 24. To services in the suits of Williams, Fremont, Train, McKrat- 
ney and others against the Kansas Pacific Railroad and Union Pacific, 
and aU services ot* every kind to date $20, 000 

Please explain that voucher. — A, I am not able to tell you anything 
about this voucher. All I know about it is what appears upon its face. 
It appears to relate to the Kansas Pacific Company prior to the con- 
solidation. ^ 

TO E. B. MEADE. 

Q. Voucher No. 19261, dated January 21, 1881, for $500 : 

New York, January 17, 1881. 

Received of John F. Dillon, general solicitor of the Union Pacific Railway Com- 
pany, the snm of five hundred dollars in full of all claims and demands of all kinds 
against said company. 

E. R. MEADE. 

What claims or demands had Mr. Meade against the company at that 
timet — A. I take it, from the fact that the settlement was made by 
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Jadge Dillon, tbat it had some relation to the fonner i>aymeiit made to 
Mr. Meade and that this was the balance. 

Q. Who could explain the bUl— Judge IKlIont — A. Jodge Dillon: 
yea, sir. 

TO E. B. MBADB. 

Q. Yoncher No. 23054, Angoat 31, 1882, against the ITnion Pacific 
Railway Company: 

New Tokk, Aufrnti 7, 1882. 
The Union Paeijle BaUwajf Company to E. B. Meade, Dr. 
To profeflrional terrices to date, in fnll of all demands ..••• .... (250 

What professional services did Mr. Meade render at that time and 
in what cases t — ^A. I am not able to tell yon. I think it was litigation 
connected with the Kansas Pacific Bailway Company. Judge Dillon 
will be able to tell you all about Mr. Meade's vouchers. 

TO J. S. MEBBITT. 

Q. Voucher No. 22230, dated April 21, 1882 : 

The Union Pacifie Bailway Company UhJ. 8. Merriit, Dr. 
For legal services rendered from March 15 to date |1)783 

What legal services were rendered and in what cases Y — A This 
voaclier was paid by Mr. Ham, our assistant treasurer in New York, 
undoubtedly under the authority of Mr. Sidney Dillon, tlie president 
1 am not able to tell you what services Mr. Merritt render«ld ; but I 
have no doubt either Mr. Sidney Dillon or Judge Dillon can do so. 

TO M. E. OLMSTEAD. 

Q. Voucher No. 24661, dated June 30, 1883 : 

Habrisbubg, Pa., June 12, 1883. 

Credit Mohilier of America in account with M, E, Olmetead, Dr. 

To professional services in securing the withdrawal of the company from the 
list of delinquent corporations whose charters were declared forfeited by 
the governor of Pennsylvania and an adjustment of State taxes and capitiu 
stock for years 1879, 1880, 1881, and 1882 flOO 

Can you inform me how the Gredit Mobilier Company's name was 
withdrawn from the list of corporations by Mr. Olmstead at that period, 
as he suggests ? — A. This voucher was paid through our Ifew York 
office, by Mr. James M. Ham, our assistant treasurer there. I am not 
able to inform you by what meanis the name of the Credit Mobilier of 
America was withdrawn from the list. I know nothing about the 
voucher. You understand that the Union Pacific Company had ac- 
quired the stock of the Credit Mobilier. 

TO E. B. MEADE. 

Q. Voucher No. 25958, dated February 28, 1883 : 

The Union Pacific Bailway Company to E, B, Meade, 
To professional services and retainer in old K. P. matters.... t^^ 

What services di^ ^^ Meade render for that sum of money, and in 
what cases f — A. ' able to advise you. Judge Dillon, who ap- 

proved the vouf odoubtedly tell you. 
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TO W. H. TOWNLBY. 

Q. Voucher No. 24797, dated July 31, 1883 : 

Nbw York, July 21, 1883. 

deceived from Sidney Dillon, esq., $250, in full for legal services rendered to Theo- 
dore L. Bassett, tmstee for certain bondholders of the Utah and Nevada Badlway 
Company. 

W. H. TOWNLEY. 

Why was that charge made to the Union Pacific Railway Company I— 
A. The Union Pacific Railway Company was the holder of the majority 
of the bonds of the road which was foreclosed, and which after the re- 
organizsUion was known as the Utah and Kevada Railway Company. 
Our expense was incurred in that direction, because we werethe owners 
of the bonds of the constituent company. 

TO E. B. MEADE. 

Q. Voucher Ko. 26442, dated March 31, 1884. 

• The Union Padfio Bailway Company to E, R, Meade, 

March 3, 1884. To legal services old Kansas Pacific matters, rendered from last 
payment to date, and retainer for the year 1884 $500 

Will you please tell me what services were rendered by Mr. Meade 
and in what cases he rendered them ? — A. I am not able to tell you. 
The payment was made through the office of our assistant treasurer in 
New York, and probably Judge DiUon can t^U you all about it. 

TO A. L. WILMAMS. 

Q. Youcher No. 26298, dated March 6, 1884. 

The Union Pacific Railway Cobipany, 

Tbeasurer's Office, 

Boston, March 6. 

Beceiyed from the treasurer of the Union Pacific Railway Company one thousand 
dollars, on account of expenses Incurred in behalf of the company. 

A. L. WILLIAMS. 

What were the expenses incurred for, and in what suits ? — A. Mr. A. 
L. WUIiams is our attorney at Topeka, Kans. He spent, I think, nearly 
six months in the East, at Boston, iNTew York, and Washington, during 
the winter of 1883~'84, and I presume that this amount was allowed to 
him in that connection. 

Q. Engaged in what? — ^A. In the regular legal work of the company.* 
The questions before the United States Supreme Court were those 
growing out of the Quo Warranto suits. The questions before the 
House committee at Washington were those in relation to the trans- 
portation rates charged by the company. I remember that I spent a 
portion of the same winter there. I presume that voucher No. 26,513, 
April 14^ 1884, in favor of A. L. Williams, for $1,000, and voucher Ko. 
27,102, July 5, 1884, for $150, were made to cover expenses of a similar 
character. Voucher Ko. 26,097, February 12, 1884, recites that the ex- 
penses were incurred in connection with the Quo Warranto case as well 
as for other matters. Mr. Williams, I recollect, was under such expenses 
during that winter as any Qn§ awa^^ froiQ hQqie for m Qxt^aded periQ4 
W9ul4 ^ subjected to, 



934 U. S. PACIFIC RAILWAY COMMISSION. 

TO SIDNEY DILLON. 

Q. Voucher No. 26144, dated March 31, 1884. 

The Union Pacific Railway Company to Sidney DilUm. 
March 6, 1884. For cash paid for attorney fees and expenses $1,000 

What attorneys did Mr. Dillon pay, and for what services, and in 
what cases ? — A. I am not able to explain this voucher, but I presume 
Mr. Sidney DilJon can do so. 

AFTERNOON SESSION. 

OLIVER W. MINK, being further examined, testified as follows : 

TOTAL SECURITIES OF UNION PACIFIC. 

By the Chairman : 

Question. What is the total amount of securities, in bonds or stock, 
held by the Union Pacific Railway Company ? — ^An s wer. The face amount 
of the securities owned by the IJnion Pacific Railway Company is $74,- 
509,599.12, in which is included $22,467,500 in bonds of other raiboad 
companies, which are detailed on page 96 of our last annual report; 
$43,275,774.12 in stocks of other railroad companies, which are set out 
in detail on page 97 of our last annual report ; $279,000 in miscellaneoas 
bonds, namely, township, precinct, and miscellaneous bonds, which are 
set out in detail on page 95 of the report; $3,329,825 in miscellaneoas 
stocks, such as the stock of the Pacific Express Company, the Occi- 
dental and Oriental Steamship Company, and other miscellaneous com- 
panies, the details of which are shown on page 95 of the last report of 
the company ; $3,160,000 in bonds of other railroad companies, which 
are held by the trustees under the Kansas Pacific consolidated mo^^ 
gage, the details of which are shown on page 98 of the last annual re- 
port ; $1,797,500 in stocks of other railroads, and $200,000 in stock of 
tlie National Land Company. These last are also held by the trustees 
under the consolidated mortgage, and are set out in detail on page 98 
of the last annual report. 

THEIR MARKET VALUE. 

Q. What is the market value of the securities ? — A. It would be very 
diflicult to determine ; the Union Pacific Company, in nearly every case, 
is the principal owner of the securities, and their value to the Union 
Pacific Company is in the control of the properties upon which they 
were issued*as contributary or feeding lines. 

• Q. Have you ever made an estimate of the market value based upon 
the company's idea of worth ? — A. No, sir ; I have not. 

Q. Is it 50 per cent, of the face value'? — A. I should say that they 
were worth to the Union Pacific very much more than that. Taking 
into consideration the value of the lines upon which these securities 
were issued, as feeding lines to the Union Pacific Company, I estimate 
that they produce an annual income of not far from 11 per cent. — not on 
the face of the securities, but on the cost of the investment. I should 
say, therefore, that the securities were worth very much more than they 
^;ost. 

Q. Will you furnish to the Commission an approximate estimate of 
the market value of these securities f — A. That will be a very difficult 
thing to do, since but few of them are upon the market. The Union 
^udSic Compajiv in many cases i$ the sole Qwner of tb^ s^uriiiWt If 
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the securities were to pass out of the Union Pacific Company's posses- 
sion we should lose control of the properties upon which they were 
issued. It would be very difficult indeed, therefore, to determine a 
market value for them. They may be mainly valuable to the Union 
Pacific because they represent the control of the feeding lines. 

DISPOSITION OP THE SECURITIES. 

Q. Where are these securities f — A. Those that are not pledged are 
in the vaults of the company here, or with our assistant treasui^r in 
New York j almost all of them not pledged are here. 

Q. How many are pledged ? — A. 1 would have to go over the accounts 
to give you the exact number ; but those that are pledged in the various 
trusts are all set out in detail in our last annual report. For instance, 
there were on December 31 last, in the 6 per cent, collateral trust, 
$5,529,000 in bonds, which are sot out. on page 96 of our last annual re- 
port; in the 5 per cent, collateral trust there were $6,204,000 in bonds, 
which are set out on the same page of our last annual report ; in the 
Kansas Pacific consolidated mortgage trust there were $3,160,000 in 
bonds, and in the same trust $1,997,500 in stocks. I think of no other 
securities pledged in any trust now. 

Q. Where else are the securities pledged 1 — A. Some of the securities 
are pledged against loans made to the company *, they will be disclosed 
by the proposed examination of our securities in detail. I am having 
an account prepared which will show the whereabouts of all of our 
securities. 

Q. Please furnish the Commission the loans, either in bonds or stocks 
or other securities, that have been hypothecated or pledged for loans 
of money from time to time from other institutions. — A. I will submit 
such a statement in writing. 

OLIVER W. MINK. 

The following letter was subsequently sent to the Commission by Mr. 
Mink : 

[The Union Paoiflo Railway Company, Equitable Building, Charles F. Adams, president ; Henry Mc- 
Farland, secy, and treas. ; Oliver W. Mink, comptroller ; James G. Harris, ass't treas'r and tranfer 
agent ; Alex. Millar, asst. see. Post-office box No. 5287.] 

Boston, Ju«e 16, 1887. 
Hon. Robert E. Pattison, 

Chairman United States Pacific Railway Commission, 10 Wall St,j New York : 

Dear Sir : — ^In answer to a request on the part of your Commission for a statement of 
the consideration paid to the Denver Pacific Railway and Telegraph Company by the 
original subscribers to the capital stock of that company, I have to advise you that 
the books of that company show, under date of December 15, 1869, an issue of $4,000,000 
in capital stock, all of which, together with $2,500; 000 in that 'company's first mort- 
gage bonds, was apparently delivered on accohnt of construction ana equipment. 
The entry is as follows : 

Denver, Colorado, Deceniber 15, 1869. 

1. Construction and equipment: To sundries $6,500,000 

2. Capital stock For amount paid in 4,000,000 

3. First mortgage bonds 2,500,000 

I fell sure from the manner in which this account is stated that there were issues 
of the stock of the Denver Pacific Company prior to December, 1809 ; but I have been 
unable to find any books of account covering such transactions. Of coarse any prior 
issues, if such were made, form a part of this $4,000,000— entered on December 15, 
1869. 

Tqjxj^ truly, 

"^ ' QLIVER W. MINK, 

QomftroU^t 
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Equitable BuiLBiNa, 
Boston^ Masf.y Fridayj JuneSy 1887. 

FBEDEBIGE L. AMES, beUig further examined, testified as follows: 
By Commissioner Anderson : 

Question. Mr. Ames, you are the trustee, I believe, of the Union Pa- 
cific land-grant mortgage! — Answer. Yes, sir. 

TRUSTEE OF LAND-GEANT MOETGAGE. 

Q. When did you become trustee of that mortgage I — ^A. October 16, 
1873; I was appointed as successor to Gyrus H. McOormick, one of the 
original trustees. 

Q. And you have acted as such trustee ever since t — ^A. Yes, sir. 

Q. When you took possession of *this office in 1873 had all of the 
$10,000,000 bonds provided for by the mortgage been issued t — ^A. Yes, 
sir. 

Q. They were all outstanding f— A. They were all outstanding ; I do 
not think there were ever quite $10,000,000; I think the amount was 
$9,600,000 or $9,700,000; I will correct that; the aggregate issue was 
$10,400,000. 

Q. An additional mortgage for $10,000 for each mile of railroad t— A. 
Yes, sir; $10,400,000 were issued ; that would be on 1,040 miles. 

Q. Do you know how many acres of land in all the Union Pacific 
Railroad earned under the acts and which were included in the descrip- 
tion contained in the mortgage I — A. About 11,200,000 acres. 

Q. And that amount of land is situated in alternate sections on both 
sides of the railroad from Omaha to Ogden f — A. Yes, sir ; on both 
sides. 

By Gommissioner Littler : 

Q. How far out beyond the limits of the road did you have a right to 
the land f — A. Twenty miles on each side of the road. 

DESCRIPTION OF THE LANDS. 

By Gommissioner Anderson : 

Q. Please give me a general description of these lands, starting from 
Omaha ; I do not mean in any detail, but their general character. Ger- 
tain parts we understand are much better than others! — A. When I 
first became connected with the trust the belief was that the lands for 
the first 200 or 230 miles west of the Missouri Eiver, in !N^ebraska, were 
capable of cultivation, and were called ^^ agricultural lands.'' Beyond 
that it was believed that the lands never would be arable, and they 
were classed as ^^ grazing lands." But, as time has gone on, the 
western limit of the arable lan^s has steadily moved westerly, so that 
now the lands practically almost to the western boundary of iNebrasba 
or the Wyoming line, are all agricultural lands, 

Q. That carries you substantially to Gheyenne f — A. Yes, sir ; and a 
great many lands which we sold three or four years ago for grazing lands 
are now being put upon the market and are beiug bought up by set- 
tlers for farming purposes. 

Q. Between the western boundary of J^Tebraska and Ogden what is 
the character of the lauds?— A. From where the !N^orth Branch of tlic 
Platte River intersects the railroad, east of Rawlins, to the Utah State 
line, the lands are very rough and sterile, covered with sage brush ; and 
there is a good deal of alkali land ; and those lands have only been used 
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up to this time for grazing purposes ; but the experience has been there 
that where they could get water out of the streams on to these lan<}8 
and irrigate them for a short time they became very fertile and made 
very good fkrms. 

Q. What is the average height of tlie plateau on which those lands 
are to be- found in this part of Wyoming f — A. It is almost the highest 
part of the railroad. The summit is at Sherman, which is 8,200 feet 
high from the level of the sea. Sherman is a point between Cheyenne 
and Laramie, and is the highest elevation of the road, the elevation 
there>being 8,200 feet. From this point as you go west the railroad runs 
at a lower elevation. It runs on a comparatively level grade until it 
gets to Aspen. Aspen is situated on the road shortly before reaching ' 
the western boundary of Wyoming Territory. From Aspen the road 
descends as you go west into the Salt Lake Basin. 

Q. What is the character of the railroad lands in Utah ? — A. The 
lands there are better, because there is more water there, and where 
they are capable of cultivation there is water to irrigate them. The 
lands there are very good, but the Mormons were in there so largely be- 
fore the road was built that the best lands in the valley which the rail- 
road runs through were already taken up by the Mormons, and we got 
comparatively little agricultural land. We have a good deal of land in 
Utah that lies back on the mountains that has some timber on it. 

SALES OF THE LANDS. 

Q. When you entered upon the duties of your office, what was the con- 
dition of the land-grant accounts as to lands sold and lands i:emain- 
ing unsold t What were the outstanding contracts and the amounts 
due for lands previously sold ? — A. I could not tell that from memory. 
I will have a statement made up and give it to you. 

Q. Do you not remember how many acres of lands remained unsold 
when you took possession t — A. There was a great deal of land on hand 
at that time. The sales had been comparatively small, and had been 
confined to the eastern end of the road. Ko land had been sold, I think, 
west of Orand Island, in Nebraska. All of the lands that had been 
sold were on the eastern end of the road, in what was termed ^^ agri- 
caltural lands." 

Q. Are there any of those lands remaining unsold; I mean the 
agricultural lands I — ^A. No ; I think not. There may be scattered around 
here and there a 40-acre tract, or something of that sort, that might 
have been undesirable, for some reason, which is yet unsold; but all 
the desirable lands have been culled out and sold. 

I find on inquiry that when I assumed the office of trustee there had 
been sold about 819,000 acres of land and there remained unsold about 
iOySSlyOOO acres. There were at that time contracts outstanding for 
lands previously sold amounting to $1,95^000. 

Q. Please state to us the land account as it stands to-day ? — A. I have 
here a statement drawn off. I can only state the account to-day as it 
stands at this office. We get a monthly statement on tbe first of each 
month, showing the results of the transactions for the preceding month 
and bringing the whole business down to the first of the month. Of 
course the statement for May I have not yet received. 

Q. That report you got from Omaha? — A. Yes, from Omaha. 

Q. Who is your ifcgent at Omaha? — A. The land commissioner is 
Creorge M. Gumming. On the 30th of April, 1887, we had on hand 
land unsold 3,168,990 acres, valued at $2,386,140. We had contracts on 
band— that is, representing balances due on lands sold— $8,727,204.15, 
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That is the accoaiit as it stood at Omaha on the first of May, 1887. 
That is, April 30th inclusive* 

Q. Can you tell me how many acres of lauds the contracts related 
to ? — A. It was a balance of 11,200,000 acres. 

Gommissioner Andekson. If you had 2,300,000 on hand, and started 
with 11,000,000 acres, you must have sold about 8J millious. 

The Witness. Yes, sir. The amounts remainlug due are for coo- 
tracts on so much of the 8,000,000 which have been sold as were not 
paid for in cash or have not been fully paid for on time sales. 

Q. What I want to know is, how many acres secured those con- 
tracts ? — A. I cannot give you that except by a calculation. I should 
have to have a statement made up, showing just how many acres of 
land had been deeded. Then, by deducting the amount that had been 
deeded from the amount that had been sold, I could ascertain the fig- 
ures. 

Gommissioner Littler. I suppose those $8,000,000, represented by 
notes in your hands, cover most of this grant except the land still un- 
sold. 

The Witness, Ch, no ; no, indeed. By the statement here it is shown 
that I have received on account of the principal over $11,500,000, ex- 
clusive of interest; and that, of course, must represent a large amount 
of land. 

Q. For which deeds have been given ? — A. Yes, sir. 

Q. When you make a sale you either give a deed or make a con- 
tract t — A. The great part of the land is sold on time ; a part of the 
purchase money down, and nothing more until two years have elapsed. 

By Commissioner Littler : 

Q. You take a contract or lien on the land ? — A, Yes, sir. 

Gommissioner Anderson. Mr. Ames, you have a statement there, 
Suppose yon give a full explanation regarding all that has been realized 
from this land grant, and all that may in future be realized from it. 

The Witness. I have had a statement made in detail, down to the 
1st of January, 1887. 

Commissioner Anderson. Please produce it. 

The witness produces a statement, which is marked "Ames Ko. 1, 
June 3, 1887," and is as follows : 

Statement of the Union Pacific Railroad Company land grant io Dtamhcr :<!, IdSfi. 



Incomo. 



Amount. 



Land sales, net Acres. 7,086,346.40 

Town>lot sales, net* ~ 

Interest received from laud contracts 

Interest received from town lot contracts , 

Forfeite<l contracts, lands 

Forfeited contracts, town lots 

Miscellaneous income 

Total income at land department 

Deduct commissions, discounts, and railroad fares allowed 

Net income at land department 

Deduct : 

Land contracts outstanding $0,077,643 10 

Town-lot contracts outstanding 17,697 50 

Land-grant bonds taken in payment of land 1,658,000 00 

Interest accrued and allowed on the same 30,127 83 

Cash balance remitted to trustee 

Add interest received by trustee ; 

;pt»l fMnvai^t reAAivAd b^ tr^st^e apd in %S9^\ -r?? «f ,.„,.,•,..,,„..*•.. 



$19,080,366 35 

399,728 80 

3, 047, 628 33 

28.385 15 

314,370 7G 

4,309 44 

63, 838 47 



22,938,727 30 
617,903 79 



22, 320, 823 51 



10. 783, 468 43 



11,537,356 08 
429,138 74 



11,906,499 81 
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Statements of the Union Pacific Railroad Company land grant, ^o. — Continued. 



Income. 



AccouDted for by the trustee in the following manner : 

Land-grant bonds parchaaed and canceled $6,686,000 00 

Premium paid on tne same 367,212 43 

Expense account 375 00 

Casb balance • 

Cash on deposit $4,381,860 66 

Notes receivable 505,000 00 

Cash in transit from Omaha 26,045 73 



Amount. 



$7,053,587 43 



4, 912, 906 39 



4. 912, 906 39 



Boston, June 3, 1887. 

Commissioner Anderson. It appears from this statement that the total 
amount of land sales effected under this mortgage to December 31, 1886^ is 
7,98(5,346.40 acres, for which a gross sum of $19,080,366.35 has been re- 
ceived, and that from the sale of town lots and interest on your land 
contracts, forfeited contracts, and miscellaneous income, the" total in- 
come of the lauds up to»the date before mentioned is $22,938,727.30. 

The Witness. Yes, sir. 

By Commissioner Andekson : 

Q. That represents the gross receipts for lands to that time? — A. 
Yes, sir. 

DEDUCTIONS AND COMMISSIONS. 

Q, Will you explain in a general way the deductions for commis- 
sions, railroad fares, etc. ? — A, That item is made up of allowances 
made to purchasers. If a man goes out to examine the lands, in case 
he purchases, his railroad fare is refunded to him ) and there are also 
discounts made from the regular prices, where a man sees fit to pay 
cash instead of taking the time allowance 5 and the aggregate of them, 
1 see, amounts to $617,903.79. 

Q. There is also an item of commissions. Is that the usual allow- 
ance or commission for the sale of lands I — A. Yes, sir 5 that is, an al- 
lowance that used to be made of commissions to the people who are 
located along the line who took purchasers out to examine them, and 
also covered the commissions that were allowed to these people for col- 
lecting the payments that were due 5 that is, the installments as they 
became due. 

Q. Where shall we find a detailed statement of these amounts ? — A. 
At the land office at Omaha. 

Q. Were proper vouchers in all cases taken I — A. I presume so. 

Q, You have not personally examined I — A. I have examined a few, 
not all. The auditor of the company has that done in his ofQce, and 
he is supposed to look after all those items and see that they are prop- 
erly vouchered. I have no doubt they are. 

Q. Is there one particular person or set of i)ersons as to whom ques- 
tion has arisen in regard to these commissions ? — A. N^o, sir. 

Q. They are distributed generally amongst agents ? — A. There is a 
regular tariff or schedule of commissions that were allowed. They 
have been very much reduced of late, as the lands have* been sold off, 
and as it has been less necessary to employ these agents. The sys- 
tem has been much changed, so that there jir^no agents employee! UQ^ 
Oft » large prt 9f the \m^ 
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Q. Has any considerable portion of this amount for commissions 
been allowed to purchasers who were officers of the Union Pacific 
Bailroad ? — A. Kone of it, except, possibly, in cases where the station 
agents of the railroad also acted as agent of the land department and 
received commissions on sales the same as anyone else. 

Q. There is no director of the company who has received any com- 
pensation f— A. Oh, no indeed. 

NET AMOUNT. 

Q. This leaves the net amount for which you are accountable, as 
trustee, $22,320,823.51 ; that sum, of course, includes all lands outstand- 
ing on contracts ? — A. Yes, sir. 

Q. And any securities you may have taken in payment, any securi- 
ties you may have purchased with cash, any expenses you may have 
been put to, were paid out of your available assets which were on 
hand? — A. Yes, sir, 

Q. The amount of these respective credits are correctly given on the 
statement you have handed me ? — A. Yes, sir. 

LAND CONTRACTS. 

Q. In regard to these land contracts, what percentage of cash pay- 
ment do you require when the contract is made ? — A. Usually 10 per 
cent. 

Q. How much time do you give I — A. It varies somewhat. I think 
that on the agricultural lands we have allowed six years' time ; on the 
grazing lands we have allowed ten years. 

Q. What rate of interest do the contracts carry ? — ^A. Seven per cent 

Q. Interest payable semiannually, generally? — ^A. Annually. 

Q. Do you know what proportion of the land contracts, which are 
stated on the 31st of December, 1886, as amounting to $9,077,643.10, 
are under default? — A. A very small proportion of them. It has 
always been our practice at least once a year to go over them^ and 
where parties are in default, and we were satisfied as to their inability 
to pay up the balance, we have usually forfeited the contracts as pro- 
vided therein. 

Q. Do your contracts call for payment of principal as well as of in- 
terest ? — A. The cash payment is made when the" contract is given, and 
ordinarily no further payment is made until the end of the second year. 
That is, on a six years' contract. Then there would be' four more pay- 
ments, one coming due at the end of each year. 

Q. Is the same general course pursued in regard to land contracts ?— 
A. Yes, sir. 

BONDS RECEIVED FOR LANDS. 

Commissioner Anderson. Your statement shows that $1,668,000 of 
land-grant bonds were taken in payment of lands. 

The Witness. This was under provision of the mortgage by which 
purchasers were allowed to turn the bonds in at par in lieu of cash, and 
at the time the bonds were being quoted at less than par they were 
largely availed of for that purpose by purchasers. 

Q. When did that state of affairs cease ? That is, when did the 
bonds go above par ? — A. I do not think there were any bonds used 
for that purpose after I became trustee. It was previous to that time. 

Q. So that these bonds had all been accepted in payment before your 
trusteeship ? — A. Yes, sir ; there were perhaps a few of them after- 
wards. 

Q. Does the mortgage provide that the bonds shall be retained to 
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t ? — A. N'o, sir ; it provides that the bonds purchased shall be 
nd discharged. 
'*fect of that is to decrease the fixed charges against the 
"^ "Railroad ? — A. Yes, sir. 

^ interest accrued and allowed on these bonds means 

^ ^rest on them at the time they were given in pay- 

*^ ^ lat small item after the land-grant bonds. — A, Yes, 

V, on the bonds that were taken at Omaha in payment for 

"^ total amount of the items that I have referred to is 

J.43, which, deducted from the net gross proceeds of the 

apartment, leaves the cash balance remitted to the trustee, 

o7,355.08.— A. Yes, sir. 

ACCRUED INTEREST. 

Q. I find you have added to this item the sum of $429,138.74 as in- 
terest received by the trustee. Interest accruing on what is that ? — A. 
On the money that I have had on deposit. 

Q. It has nothing to do with the contracts? — A. Ko, sir; the money 
that is received here is deposited in the trust companies and draws 
Interest, and that interest makes up this accumulation of $429,000. 

Q. Please gives us an explanation of the status of this fund which was 
in your hands on the 1st of January, 1887, amounting to $11,966,493.82. 
— ^A. I have prepared a special statement of the condition of the assets 
of the land department, which I now produce. This statement only 
differs from the previous one in omitting to charge the land department 
with the cash in transit, amounting to $26,045.73, which amount, being 
dedncted from the anJount previously shown, $11,966,493.82, leaves the 
sum of $11,940,448.09, for which amount the present statement is ren- 
dered. 

The statement is marked "Ames No. 2, June 3, 1887,^ and is as 
follows: 

The Union Padfio Railway Company — ledger halanccSf trustee under the land-grant mort- 
gage of the Union Pacific Railroad Company ^ December 31. 

Land department ^ $11,053,263 38 

Town-lot department ' 458,045 97 

Interest ana exchange 429,138 74 

Land-ffrant bonds $6,686,000 00 

Premium on bonds redeemed 367,212 43 

Kew England Trust Co $205,484 00 

Ambrioaa Loan and Trust Co 812,152 04 

Union TrustCo 1,310,752 21 

Central Trust Go 537,427 09 

Keroantile Trust Co 1,516,045 32 

4, 381, 860 66 

Loanaocoont 465,000 00 

SastemR RCar Trust 40,000 00 

505, 000 00 

Bxpense 875 00 

1^940,448 09 11,940,448 09 

Land-gnmt bonds Issued $10,400,000 00 

Canceled as above $6,686,000 00 

Canceled at Omaha 1,658,000 00 

8, 344, 000 00 

Bmds outstanding 2,056,000 00 

Oommissioner Anderson. It appears from this statement that yon 
have purchased for the account of your trust $6,686,000 of these land- 
grant bonds Y 

The Witness. At that date. 

Commissioner Anderson. This I understand to be in addition to the 
amount of $1,658,000 previously referred to, and which had been taken 
by the company in payment of lands ? 
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The Witness. Yes, sir 5 it appears here in this statement. A refer- 
ence to the bonds so taken appears at the foot of my statement. 

Q. So the total amount of bonds then outstanding on the 1st of Jaua- 
ary, 1887, was $2,056,000. Are these boiids which are purchased re- 
tained by you, or canceled ? — A. They are all canceled immediately. 

Q. So that interest has ceased to accrue on them ? — A. Yes, sir. 

PREMIUM ON BONDS REDEEMED. 

Q. The item "premium on bonds redeemed'' refers to what?— A. 
That was the amount we had to pay above par for them when we were 
purchasing them in the market. 

Q. Are these bonds now mature ? That is, are they due ? — A. About 
a third of the bonds that were outstanding at that time became due on 
the 1st of April, and were then paid. 

Q. Since this statement? — A. Yes ; the 1st of April last, so that the 
amount of bonds outstanding to-day is $1,177,000. 

Q. When do those bonds mature? — A. Those not already due mature 
on the 1st of October, 1888, and the Ist of April, 1889. 

Q. What is their present market value t— A. About 104 or 105. There 
are no transactions in them now. 

Q. They bear 7 per cent for the short period they have to run ?— A. 
Yes, sir. 

THE INVESTMENTS OF THE FUNDS. 

Commissioner Anderson. The succeeding items in your statement 
are the investments that you have made of the funds in your hands, I 
understand ? 

The Witness. The deposits. 

Commissioner Anderson. New England Trust Company, $205,484; 
at what rate of interest did your deposit stand ? 

The Witness. At that time the New England Trust Company paid 
2J per cent. They pay that now. 

Commissioner Anderson. American Loan and Trust Company, 
$812,152.04 ? 

The Witness. Two and one-half per cent. 

Commissioner Anderson. The Union Trust Company, $1,310,752.21! 

The Witness. That was 3 per cent. 

Commissioner Anderson. Central Trust Company, $537,427.09 ? 

The Witness. Three per cent. 

Commissioner Anderson. Mercantile Trust Company, $1,516,045.32! 

The Witness. Three per cent. 

Q, Are the certificates of these deposits in your possession ?— A. 
There is an ordinary running bank account. I have my bank books 
written up each quarter. They can be verified by application to the 
trust companies. 

LOAN ACCOUNT. 

Commissioner Anderson. I then find the item "loan account, 
$465,000.'' Please explain what that is. 

The Witness. It was a loan made to the Old Colony Railroad Com- 
pany. It was a demand loan at 4 per cent. 

Q. On what security? — A. I^one. 

Q. Made to the Old Colony Railroad Company ? — A. Yes, sir. 

Q. Has the loan been paid ? — A. A part of it has been paid ; $200,000 
still remains unpaid, which they have been trying to pay for the last 
two weeks. I have been fighting them off. 

Commissioner Anderson. There is also the item, " Eastern Railroad 
car trust, $40,000.'' 
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The Witness. That is standing at 6 per cent. It is a balance of a 
loan of $97,486.65 which I made to them some years ago, with a large 
amount of cars and rolling stock as security. It has been paid up to 
that amount, and we still hold the full amount of the original security. 

Commissioner Anderson. Then an item of expense, $375? 

The Witness. That is for legal expenses ; attorneys' opinions whrch 
the trustees have had since the opening of the trusts. 

Q. With reference to your contracts I — A. In reference to the duties 
of the trustees in certain questions which came up, and which were in 
doubt. That is all the compensation that has been paid to anybody in 
connection with the management of the trust. The trustees have not 
been paid anything. 

Q. You say the trustees have never accepted any compensation ? — A. 
They have never received any compensation. 

Q. Is there provision in the mortgage relating to that matter ? — A. 
I think there is a provision that they shall be paid, but without defining 
the amount of the compensation. 

Q. I presume that it is merely deferred, and the trustees expect when 
closing the trust to charge such compensation as shall be proper and 
reasonable? — ^A. Yes. On inquiry, I find that in February, 1877, the 
Union Pacific Kailroad Company paid in a* settlement with Mr. John 
Duff, former trustee under the land-grant mortgage, $14,359.27 for his 
services under that trust. I believe that no further sums have been 
paid by the railroad company or out of the trust fund for compensation 
of the trustees. 

Q. You are the sole trustee ? — A. I am the sole trustee. 

Q. Were you the sole trustee at the start ? — A. No j I was the succes- 
sor of one of the original trustees. At the time of the resignation of Mr. 
Cyrus H. McCormick, who was one of the original trustees, I was ap- 
pointed in his place. In February, 1877, 1 think, my co-trustee, Mr. 
John Duff, resigned, which vacancy has never been filled ; and I have 
since then been sole trustee. I have prepared a statement showing the 
condition of the cash here on the 3rd of June, bringing it down to the 
present time. 

Q. Does the explanation that you have heretofore given as to state- 
ment No. 2 apply to the present statement ? 

Witness here produced a statement which was marked "Ames No. 
3, June 3, 1887," and is as follows : 

The Union Pacific Railway Company, Statement of the trustee under the land grant mort^ 
gage of the Union Pacific Railroad Company ^ June 3, 1887. 

Land department $11,828 670 02 

Town lot department 465,536 98 

Interest and exchange : 463.409 39 

Land-grant bonds $7,565,000 00 

Preminm on bonds redeemed 374,191 80 

New Enieland Trust Company $356,646 78 

American Loan and Trust Company 686,154 80 

Uulon Tmst Company 1,364,781 77 

Central Tmst Company 774,072 67 • 

Mercantile Trnst Company 1,396,393 67 

4, 578, 049 59 

Loanaccomit 200,000 00 

Eastern Kailroad Car Trust 40,000 00 

240 000 00 

Expense i. 375 00 



12, 757, 616 89 12, 757, 616 39 



Land-grant bonds issued 10,400,000 00 

Canceled, as above $7,565,000 00 

Canceled^ at Omaha 1.658,000 00 9,223,000 00 

Bonds ontstanding 1,177,000 00 
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Q. Under the mortgage, as I anderstand it, all the bonds were issued 
to the company itself as the construction progressed. Was that the 
fact ? — A. ^o*y I think not. It happened long before I had any connec- 
tion with the company, but my understanding of it was that these bonds 
were issued about the time of the completion of the road in order to far- 
nish additional funds which were required to complete the road and 
pay the bills. 

Q. But was not the first issue made to the company itself; that is, 
from the trustees to the company! — A. Tes; the company took all the 
bonds and sold them all. 

Q. You have no books whatever, then, to show who were the actual 
beneficiaries of these issues? — A. No; they were on the company's books. 

Q. Do you know, as a matter of fact, to what persons these bonds 
went at the time of the original issue ? — A. No ; I do. not. 

Q. You have made no examination of the books of the company for 
that purpose ! — ^A. No, sir. 

OUTSTANDING LAND CONTRACTS ALL GOOD. 

Q. In your judgment, are the outstanding land contracts, amounting, 
at present, as you state, to between eight and nine millions, all abso* 
lutely good f — A. Absolutely. I have no doubt that the land repre- 
sented by those contracts, if it came back into the company's hands, 
could be sold for a large advance over and above the amount of the oat- 
standing contracts. 

Q. What is your judgment as to the estimate made of the valaeof 
the lands unsold t — A. A very low estimate. 

LOCATION OF UNSOLD LANDS. 

Q. Can you give us any information as to the locality of the remain- 
ing 3,000,000 acres?— A. It is mostly, as I stated before, west of Baw- 
lins. 

Q. Mostly in Wyoming ! — A. Almost entirely in Wyoming ; a very 
small percentage of it outside .of Wyoming. 

Q. Is there anything of consequence left in Nebraska? — ^A. Nothing; 
only an occasional small lot of waste land that, for some reason, was not 
desirable. Speaking in regard to this unsold land we have fixed a min- 
imum of a dollar an acre on all this land, and are not allowing any sales 
or considering any applications for lands at less than $1 an acre, and 
in some cases we are getting for this land as high as $1.50 and $2.60 an 
acre. 

By Commissioner Littleb : 
Q. You do not own more than a section in any one place, do you ?— A* 
No, sir. 

DISPOSITION OF SURPLUS. 

By Commissioner Andeeson : 
Q. Has any provisions been made in the mortgage relating to the snr- 
plus that will remain on hand after the land-grant bonds are all re- 
tired? — A. I think the land-grant mortgage provides thafrit shall W 
turned over to the company, but the company has since made an addi- 
tional mortgage on these lands called the sinking-fund mortgage* 
which provides that the proceeds of all the lands after satisfaction ^ 
the land-grant mortgage shall be turned over to the trustees of tW 
sinking-fund mortgage. 
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Q. Will you please refer me to that mortgage ? 

(The witness referred to the sinking-fand indenture of December 18, 
1873, page 41.) 

Q. The Union Trust Company of !N'ew York is trustee of this mort- 
gage f — A. Yes, sir. 

Q. Have you the accounts of the Union Trust Company j do they 
render any statement to you ? — A. They have no occasion to do so ; 
they are not yet active as trustees, so far as the lands are concerned f 
!N[o, sir ; they render no accounts to me. 

Q. What is the amount outstanding of these sinking-fund bonds ? — 
A. Twelve million three hundred and seventy-seven thousand dollars 
coupon bonds and $1,971,000 registered bonds, making a total of $14,- 
348,000. 

Q. I find by a provision of this sinking-fund indenture, at page 40, 
that $11,111,111, to be issued under this mortgage, were to be used as 
determined by the directors of the corporation, in exchange for the 
bonds known as the 10 per cent, income bonds of the Union Pacific, or 
else they were to be sold and the proceeds used to purchase these in- 
come bonds. Do you know to what extent that exchange has been 
made ?-^A. The whole of the income bonds were taken up by this issue 
of sinking-fund bonds. There was a bond known as the income bond. 
When those bonds became due the company offered the holders of the 
10 per cent income bonds six of the 8 per cent, bonds in exchange for 
five of the 10 per cent, bonds. 

Q. Is the income mortgage you refer to the indenture contained at 
pages 76 and following of the book of indentures ? — A. l^o, sir ; that is 
the Kansas Pacific ; this is a Union Pacific mortgage. It does not ap- 
pear in this book. 

Q. What books will show the circumstances connected with the issue 
of the bonds, both under the second land-grant mortgage and under the 
income mortgage, so as to inform us of the persons to whom those bonds 
were issued fr-A. It will undoubtedly appear on the books of the Union 
Pacific Bailroad Company. 
Q. You know nothing of those circumstances ? — A. !N'o, sir. 
Q. Then your duty as trustee is to turn over the balance that may 
remain in your hands after your trust shall have been completed to the. 
trustee of the second land-grant mortgage ? — A. To the trustee of the 
sinking-fund mortgage. 

THE SINKINa-FUND MORTGAGE. 

Q. I should have said the sinking-fund mortgage. And that trustee 
will hold the funds so turned over as security for an issue of about $14,- 
000,000 bonds now outstanding? — A. Yes, sir. 

Q. What other property is conveyed by the sinking-fund mortgage ? 
— A« I do not remember. 

Q. Are there any other circumstances connected with your trust, that 
you can recall, that may be of importance to us to know? — A. Nothing. 

Q. Will 5 ou please state what you estimate will be the value of the 
surplus .which will remain in your hands applicable to the sinking-fund 
mortgage^ after you shall have completely discharged your own trust? 
—A. There is about $1,200,000 laud-grant bonds now outstanding. The 
interest accrued on contracts, which does not appe^.in any statements 
that we have given here, and that which will accrue.before maturity ,of 
those bonds, will very nearly pay off the whole of the land-grant bonds 
now outstanding, which would leave about $4,820,000 of cash, $8,700,000 

60 P B 
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Q. Under the mortgage, as I anderstand it^ all the bor ^^ ^^^ 
to the company itself as the oonstrootioii progressed ' ^^^ ^^^^ 
fact?— A. 1^0 ; I think not. It happened long beforr also a sink- 
tion with the company, but mj understanding of it ' ^mpanv makes 
were issued about the time of the completion of t^ ^^^ ^^^^^ ^\^q 
nish additional funds which were reqaired to ^g. ^\\^q result 
pay the bills. ^ ^^ . _ _• , and the land graut 

Q. But was not the first issue made to ' There will be a 

from the trustees to the company l-A. T ae company after the 

bonds and sold them all. ^ 

Q. You have no books whate^r, ty fRED'K L. AMES. . 

beneficianesof these issuesT — ^A. No^ 

Q. Do you know, as a matter of ^ following certificates respect- 
went at the time of the orighial i ^.^ ^^ trustee, on December 31, 

Q. You have made no exami* ' ' 

that purpose t— A. liTo, sir. 

^^ secretary, Now England Trust Company, 85 Devon- 
GTTTSTAIVDIN^ ^p5« Water streeta.] 

Q. In your jodgineii*. " "^ ^°«™''' ^'•' •""""' '^- 

at present, as you St' uiren^ Bonds, Equitable BltCg, Boston, Mass.: 

lutely good I^A. J ^^ yoar account as trusteciwitli us, January Ist, 18p7, . 
Sented by those ^ ">• V^J*, ^^^y *^<^ hundred and five thousand four hundred 

could be sold fir yinj^t^*^ 
standing cont* ,. r;;^ 

Q. What ' •ifj?!' N. H. hen(5hman, 

the lands D - ••>-;>* &ecrtian^ 

AMapany, 55 Congress street. Erra H. Baker, president ; N. W. Jordan, 
^•^'^actuary; E. A. Coffin, treasurer.] 

Q'. ^v^ Boston, Jiiwe 4, 1887. 

ing 3.' .^^ 

lins. , ufi^SS^' 

f\ -»^ hr certify that the balance to your credit as trustee upon tlio 

« Jr f^ . /*^nr at close of business, January 1, lfcW7, was ^12, 152.04. 

sm? - i»f '-JmP*"^ 

^d^if^'^' N. W. JORDAN, 

¥^it^^ Actuarv. 

-nv of New York, 73 Broadway, cor. Rector street. Edward Kinp, prcs't ; Jainw 
^^C*SS?t' James II. Ogilvic, 2nd v. prea't; A. O. llonaldson, sec'y ; A. w. Kellcy, oaat 

'jt*; New York, June ith, 1887. 

^ify that Frod'k L. Ames, trustee land-grant mortgage, Union Pacific 

j_ jg0V^ iiis credit on deposit with this company, January Ist, 18el7, the sum 

(SftSf 'm"^'®*^ ^^^ ^^^ thousand seven hundred and lif ty-two and tv/jr dollars. 

^^^S5^ Union Trust Company of New York, 

(f^ By ED WD KINO, 

President. 

E. MERRITT, 
Qtifi^ General Book-lcieper, 

4.,QBt Company, oi New York. F. P. Olcott, pres't ; Geo. Sherman, vioe-pres't ; E. F. Hyde, 
C^f^ 2nd vice-preb't ; C. U. P. Babcock, secV; B.G. Mitchell, ass'tsec'y.J 

15 Nassau Street, June 4th, 1887. 

^rtiflos that there was on deposit in this company, on Jannary 1st, 1887, to 
jljijjjjtof Kred'k L. Ames, trustee, the sum of five hundred and tliirty-soven thoo- 

iW^SSr hundred and twenty-seven (537,427) tSit dollars. 

24 22.1 C. H. p. BABCOCK, 

[0f^^ Secretar^i 
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TiiE Mercantile Trust Company. 

New Yorfc, June 4thj 1887. 
Fred'k L. Ames, Esq., 

Trustee, 47 Equitable Building j Boston, Maae, : 

Dear Sib : In reply to your inquiry of tbe 3d instant, we bog to say tbat the balance 
to your credit, as trustee, on January Ist, 1887, was $i,516,045.t^*2. 
Very truly yours, 

JOHN MONTGOMERY, 

Vice-President, 



Equitable Building, 
Bostorij Mass.^ Friday^ June 3, 1887. 

CHAELES EEANOIS ADAMS, being farther examined, testified 
as follows : 

explanation of certain vouchers. 

By the Chairman : 

Question. Will you please explain vouchers No. 28488, 28462, 28308, 
553, 17713, 343, 20146, and 29500, aggregating $11,245 40 ?— Answer. 
When I took charge of the Union Pacific, and for some time afterward, 
there were various questions connected with the country through which 
it was running — ^labor questions and matters of that sort — about which 
it was necessary for me to be promptly and correctly informed. They 
had nothing whatever to do with politics or legislative matters. They 
related to various matters which it was necessary for me to be well ad- 
vised about from private and outside sources. I had therefore to or- 
ganize a bureau of information, and it cost about $15,000 in all. It was 
in operation for over two years, and has since been discontinued. Those 
w^e vouchers relating to it. 

CONCERNING THE BUREAU OF INFORMATION. 

Q. How did tJiey come to be charged to legal expenses ? — A. Because 
the party at the head of the whole thing was a local lawyer. 

Q. Was the money paid to you in check, or was it a cash distribution 
from time to time ? — A. No. In all these cases this lawyer or agent drew 
on me, sending his vouchers, and I had a check sent to him for the 
amount expressed in his voucher, which I made myself responsible for. 
He had also to be paid for personal services, &c. The whole thing is 
discontinued, I will say, now. I got the information I wanted, and the 
necessity for it has ceased to exist, but it was at the time very useful to 
me. If you wish to examine the reports that were made they are very 
much at your service. They are interesting reports, too. 

Q. Who was at the head of the concern to whom these payments were 
made? — A. I should prefer not to mention his name. It was one of the 
conditions of the service that I should not do so. It was a matter be- 
tween himself and myself. You are welcome to see it yourself, or any 
other member of the Commission. You can see all the reports. There 
is a volume of the reports at your disposal, 

CONCERNING QUO WARRANTO PROCEEDINGS. 

The Chairman. I find a number of vouchers— In qs. ^8735, 2874?^ 
28746, for the year 1885— drawn in the names of George S. Green, A, 
L. Williams, A. A. Harris, and W. H. Eossington (as the name seems 
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to be upon its face). There is a draft in each case for services in the quo 
warranto proceedings. Will you please explain those ? 

The Witness. Those were some suits, which gave us a great dea-l of 
trouble, instituted, as expressed in this voucher !N'o. 28747, and they 
were settled through our local attorney, Mr. A. L. Williams, as the re- 
sult of long and vexatious negotiations and proceedings. These were 
the vouchers pertaining thereto, amounting to about $9,000. It was 
done by my authority and under the advice of counsel. 

PAYMENT TO E. L. ANDREW^S. 

The Chairman. Voucher No. 32, for $1,000 : 

New York, October I9th, 1885. 

Received of the Union Pacific Railway Company the sum of $1,000, in full of all de- 
mands to date, and in fall for any services which I may render for one year, under the 
direction of the railway company, in respect to negotiations to purchase of Kansas 
Pacific income bonds or coupons, or other securities of the Kansas Pacific. 

E. L. ANDREWS. 

The Witness. Mr. Andrews brought a suit against us in Kew York, 
representing certain parties that held these securities, and one of the 
agreements of the settlement was that we were to pay Mr. Andrews' 
fee ; and further, the agreement between us and Mr. Andrews was that 
he should work for us in getting in all of that issue of bonds he could 
under the settlement. He is a well known lawyer in liTew York. Mr. 
Anderson knows all about him. 

TO JOHN S. BLAIR. 

Q. Voucher Ko. 993. 

Union Pacific Railway Company, 

Boston, December 17. 

Received from the treasurer of the Union Pacific Railway Company five hundred 
dallars as retainer, the amount to he credited by me on such services as I am to render 
for the company. 

JOHN S. BLAIR. 
$500. 

What services was he to render 1 — A. He is a lawyer in Washington, 
and we found that there were some matters* which required closer a^ 
tention than our regular counsel could give, of which matters Mr. Blair 
had peculiar information, and 1 directed that he should be retained. 
The matters related to controversies before the Land Commissioner, and 
I directed Mr. Blair to be retained. He rendered the service. 

SECRET SERVICE VOUCHERS. 

The Chairman. ^Voucher No. 1213, dated January 22, 1886, appears 
to be a receipt of C. F. Adams, jr., president, for $750. Please explain 
that? 

The Witness. That was another voucher for the secret service that 
I have already explained. * 

The Chairman. Also voucher No. 1649, dated February 20, "O. F. A." 

The Witness. That is the same thing. 

Q. The same explanation is made as to that ? — A. Yes 5 the same ex- 
planation, exactly. 

Q. Voucher No. 2009, March 11, 1886, Charles F. Adams, jr., $597.05. 
Do you make the same explanation ag to that ? — ^A. The same explana- 
tion. It is for services in procuring'information which I had to have. 
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Q. Voucher No. 2701, dated April 28, 1886, Charles Francis Adams, 
$655.55. Does that receive the same explanation ? — A. The game 
thing. 

• The Chairman. Voucher No. 3271, dated June 11, 1886, $466.75, '^C. 
F. Adams." 

The Witness. The same explanation also as to that. 

Q. Voucher No. 2941, dated May. 11, 1886, "Charles F. Adams," $622. 
Is that the same thing ? — A. Those are all the same. 

Q. Voucher 3747 dated July 8, 1886, '^ Charles F. Adams, jr." $650. 
Do you make the same explanation ? — A. Yes, tliat is the same thing. 

TO H. G. WOOD. 

The Chairman. Voucher No. 3845, dated July 20, 1886, to H. G. 
Wood, for $1,0U0. Please explain that. 

The Witness. That was to pay an accountant in New York. Mr. 
Mink says that ho assigned it to legal expenses, because it was for ex- 
amining and reporting on the charter of the Oregon Eailway and Navi- 
gation Company ; as to the extent of the powers conferred under it, &c. 
It was in the nature of a legal examination. 

TO W. M. JONES, 

The Chairman. Voucher No. 3873, dated July 23, 1886 : 

Received from the treasurer of the Union Pacific Railway Company five hundred 
dollars for professional services. 

W. M. JONES. 
$500. 

What is your explanation of that? 

The Witness. Mr. Jones appeared as attorney and made an argu- 
ment before the Committee on Pacific Eailroads in relation to the 
branch-line bill. 

TO E. B. MEADE. 

Q. Voucher No. 4103, dated August 19, 1886 : 

The Union Pacific Railway Company to E, E. Meade. 
For professional services in full to date JlOO 

What services did Mr. Meade render ? — A. Mr. Mink tells me that 
this was the final payment for services rendered in connection with the 
Kansas Pacific prior to the consolidation, and approved by Judge 
Dillon. 

Q. Judge Dillon could explain it ? — A. I know nothing of it, because 
it was before my time, although it was settled recently. 

SECRET SERVICES. 

Q. Voucher Ko. 4121J, dated August 12, 1886, Charles F. Adams, 
president, for $400. What explanation do you make as to that ? — A. 
That is the same as before, in the matter of services and information I 
mentioned. ly *»/i 

TO J. M. THURSTON. /| ,/t: [q 

Q. Voucher No. 5731, dated December 23, 1886 : '' , , 

The Union Pacific Railway Company to John M. Thurston ^,500 
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What explanation do you give as to that? — A. He is our regalai 
counsel in Nebraska, and these were for moneys which he had expended 
for which vouchers were furnished. 

Q. What special services ; are all named there t — A. They are all 
named, I think. 

FINAL SECRET SERVICE VOUCHER. 

Q. Toucher No. 5901, dated December 31, 1886, Charles F. Adams, 
$1,000. What explanation do you make as to tbat? — A. That was a 
final payment on that matter of information, which I have explained. 

Q. It was for obtaining secret information ? — A. Yes, sir ; private in- 
formation. 

CONCERNING THEOPHILXJS FRENCH. 

Q. Was Mr. Theophilus French paid the sum of $500 in December 
last by you or by Mr. Sidney Dillon, or by any other person, for tbe 
Union Pacific Eailway Company for the purpose of suppressing the 
publication of a railroad article during the month of December, 1886, 
or at any other time? — A. Not to my knowledge, and certainly not by 
the Union Pacific. No such payment was ever authorized or suggested 
by me, nor would I have consented to it ; nor to the best of my knowl- 
edge and belief was any such payment ever made. There would have 
been no object whatever in making it, as the theory that five days' 
silence at that time was important to us, is wholly imaginary. Five 
days' silence at that particular time would not have been worth to us 
twenty-five cents. Mr. French had written to Mr. Mink some time be- 
fore, stating that unless we employed him he would sell certain informa- 
tion to the newspapers. We declined to employ him. 

HIS SERVICES. 

Q. Had he been employed by the company before f — A. Mr. French had 
been employed by the company before in various ways and at various 
times after he ceased to be railroad commissioner. Mr. French was a 
skillful accountant, and was familiar with the whole connection between 
the railroad company and the Government as to which there was con- 
tinual litigation or question. There was nothing in his employment by 
the company which was in any way discreditable to him. 

Q. What were his duties while in the employ of the company! — A. 
He codified the laws relating to Pacific Railroads, and my impression is 
he made himself useful tons in various ways in unraveling complicated 
financial and other questions between the Government and the com- 
pany. We have those letters of French in which he ottered his serv- 
ices to us. I will submit some of the letters written by Mr. French to 
this company. The letter dated April 15, 1886, closed our correspood- 
ence with Mr. French. 

CHAELES F. ADAMS. 

LETTERS FROM THEOPHILUS FRENCH. 

The letters referred to are marked, respectively, " Exhibits 2, 3, 4, and 
6, June 3, 1887,'^ and are as follows : 

n ' ' ^ [Copy.l 



ir 



ViXELAND, N. J., December 10. 1885. ' 

Dear Sir : Having been confined to tbe bouse nnder my doctor's hands for two or 
tbree weeks past, I bave been tbinking over the legislation proposed as a relief to the 
Union PacWc, 
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"Pacific Railroad LegislatioDy 1862-1885," which I see is ascribed to Mr. Bromley, 
of yoar office, I have carefally perused. It is a clear and forcible presentation of the 
case, but, to my mind, does not assert sufficiently the strong equities of the case. I 
am now writing a short essay on ** The law, the facts, and the equity of the case." 

The original intent of Congress was that repayment should be 'made by service 
rendered — "all compensation, &c., shall be applied." The common sense and com- 
mon law equity is that all repayments in advance of a debt not due draw interest at 
the same rate and in the same manner as the debt itself draws. These two points 
are the pith of all the law and all the interpretations of law in the case. The Su- 
preme Court decisions in the sinking fund case, delivered by the Chief Justice, is so 
full of contradictions that it could not stand a moment before the present bench. 

Taking the Union Pacific and Kansas Pacific together, the result of my plan of re- 
payment is something extraordinary. To December 31, 1883, the total service in 
round figures was $21,000,000, which average into 32 semi-annual payments drawing 
6 per cent, simple interest gives a total credit of $32,000,000, or thereabouts. To Jan- 
uary 1, 1884, which includes the interest to December 31, 1883, the United States had 
paid out just $32,093,000, the total amount of interest on the 33^ millions of bonds. 

For a short period only were the companies paid one-half of the compensation for 
services rendered, and the Government has virtually gone back to the original con- 
dition of retaining all of it, while the companies themselves have appeared to acqui- 
esce in that plauj both as to aided and non-aided lines. 

As to the pamphlet itself, I shall print about five hundred, enough to go around the 
Senate and House if you should at any time deem it expedient to take this position. 
I believe it would reach that sensibility of real justice between man and man which 
is latent in the moral nature of all human beings. It goes right home to business 
principles. 

A word now on a less important matter. I have some four hundred copies of the 
laws,- &c. (two hundred for the Union Pacific and two hundred for the Central Pa- 
cific), which I am now endeavoring to finish ; two hundred pages printed, and am 
just beginning on the Kansas Pacific mortgages. The paper, composition., press-work, 
binding, to finish me your two hundred copies, will alone cost me about $300, and just 
ncTZ I am not overburdened with ready money. Collections hard to make and many 
of my ventures in trade and otherwise have turned out profitless. To finish this 
work I would like to have $250 now and $250 on their delivery. The Central Pacific 
has advanced me such an amount for its share. 
Very truly yours, 

THEOS. FRENCH. 

ViNELAND, N. J., March 1, 1886. 

My Dear Mr. Mink : On Friday and Saturday last I was in New York and missed 
having a talk with Mr. Ames by reason of his being called back to Boston. I had 
previously spoken with Mr. Dillon, who looked favorably on my proposition. On 
Friday I talked with Mr. Huntington and Mr. Tweed, and Mr. Colburn, who all 
thought that such an arrangement would be advantageous to both companies. Mr. 
H.'said, "Yes; I think we will do so." 

Now, what I want is to bo employed by both companies — Union Pacific and Central 
Pacific — to look after pending legislation and the settlements involved, with a view 
to keep them thorougnly advised, to give them the benefit of my experience and sug- 
gestions, and to aid in working out an equitable adjustment of the accounts between 
them and the United States. Not only to aid in just and beneficial legislation, but to 
prevent, by all honorable and legitimate means, unjust, antagonistic, or proscriptive 
legislation. 

The salary spoken of with Mr. Huntington was $250 per month by each company. 
I should give up all other work and attend solely and wholly to the companies' afiairs. 

If Mr. Adams should be in New York or Washington this week, or at an early day, 
I would like to meet him, and will make it my business so to do, if you will notify 
me when and where. Or, Mr. A. might see Mr. Huntington some time and determine 
the matter. 

Yours, truly, 

THEOS. FRENCH. 

ViNELAND, N. J., March 3, 1886. 

Oliver W. Mink, Esq., . , 

Comptroller Union Pacific Railway Company^ Boston, Mass, : 

My Dear Sir : Your favor of the 2nd instant is received. I am sorry that yon have 
BO decided, for the reason that the amount involved in the ** interest " matter alone 
for the Union Pacific is about three times that of the Central Pacific ($15,000,000 to 
$5,000^000), and it would be hardly fair to work to that end for both companies and 
be paid only by one. 
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Senator Wilson has asked me to meet him and help him with suggestions. Owing 
to the circumstances of to-day connected with the husiness of hoth companies, there 
are sonfe things which might he proposed for one company which might not suit the 
other, and vice versa. 

If the present hill (S. 1200) goes through as at present worded, or if the present laws 
remain in force and no new legislation is had, there is a strong prohability that the 
companies will he successful m obtaining credit for interest on all repayments. I 
want to work to that end, hut I do not care to do it for both companies and be re- 
munerated only by one of them. 

I shall be in New York again on Monday to see Mr. Huntington, and should yoa 
have any further word I would like to have it by Saturday. 
Yours, very truly, 

THEOS. FRENCH. 

ViNELAND, N. J., April 15, 1883. 

My Dear Mr. Mink : Again I must ask you to excuse me for bothering you. 

The New York Herald has signified its willingness to pay me for a series of articles 
which I am preparing. The first one is a history of the Central Branch, in which I 
take the ground that the Union Pacific has no right to hold the stock, and that Mr. 
Gould and his associates of 1879 can be required to take it back and pay the Union 
Pacific the principal and interest on that wild and profitless investment. Perhaps 
Mr. G. would be glad to take it, and the Union Pacific certainly should not object. 
Capitalized now at about $7,000,000, the 100 miles of subsidized road is probably the 
very worst of all the Government's investment. 

Now, I don't want to do or write anything detrimental to the interests of the Union 
Pacific, not only because of the kindness shown to me by Mr. Dillon and yourself in 
the past, but also because I think the outlook for your company was never so^good. 
I have concluded an arrangement with Mr. Huntington to the end of the present 
session of Congress, holding myself available to counsel and aid if forwarding any mat- 
ters before the Departments or Congress, and would very much like to make a similar 
arrangement with Union Pacific for a like consideration, viz. : $250 now and $250 at 
the close of the session. 
Yours, truly. 

THEOS. FRENCH. 



Equitable Bullding, 
Boston, Mass,, Friday, June 3, 1887. 

UHION PACIFIC SECURITIES. 

Mr. Henry McFarland, the treasurer, and Mr. Oliver W. Mink, the 
comptroller, appeared before the Commission and produced the follow- 
ing certificates of shares of stock owned by the company, which were 
counted and found to be correct : 

Certificates for 1,244: shares of stock of the Atchison, Colorado and 
Pacific Kailroad Company, of the par value of $100 each, aggregating 
$124,400. 

Certificates for 3,221, 2,412 shares of Blue Valley Eailway Company 
stock, amounting to $322,124.13. 

Certificates for 1,136 shares of stock of the Bakerville and Lead- 
ville Toll Eoad Company, of the par value of $25 each, aggregating 
$28,400. 

Certificates for 960 shares of the stock of the Bozeman Coal Company, 
of the par value of $100 each, aggregating $96,000; 

Certificates for 2,418 shares of stock of the Central Branch Union 
Pacific Eailway Company, and a letter from the Hartford liTational 
Bank, of Hartford. Conn., certifying the fact that they held as collateral 
security 1,000 'Chafes; a letter from the National Bank of Commerce, 
B«feton,'feertifying that they held 600 shares of that stock as collateral 
security; a letter from the National Eevere Bank, of Boston, certifying 
that they held as collateral security 600 shares; a letter from the Na- 
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tional Bank of No^^h America, Boston, certifying that they held as 
collateral secarity 500 shares ; a letter from the Mercantile Trust Com- 
pany, lS[ew York, certifying that they held as collateral secarity 2,670 
shares. 

Mr. Mink stated that the Merchants' Bank have apparently omitted 
to advise the Union Pacific Company of 500 shares placed as collateral 
to a loan with them, and 500 shares with the Massachusetts Hospital 
Life Insurance Company. This accounts for 8,588 shares of stock of 
the Central Branch Union Pacific Eailroad Company of the Yace value 
of $858,800. 

Certificates for 1,825 shares of stock of the Council Bluff's Street 
Bail way Company, ot the par value of $25 each, aggregating $45,625. 

Certificates for 62,290 shares of stock of the Colorado Central Eail- 
road Company, of Colorado, of the par value of $100 each, aggregating 
$6,229,000. 

Certificates for 1,300 shares of stock of the Colorado Central Eailroad 
Compaixy, of Wyoming, of the par value of $100 each, aggregating 
$130,000. 

Certificates for 37,109 shares of stock of the Credit Mobilier of Amer- 
ica, of the par value of $100 each, aggregating $3,710,900. 

Certificates for 10,000 shares of stock of the Denver, Marshall and 
Boulder Eailway Company, of the par value of $100 each, aggregating 
$1,000,000. 

Certificates for 61,351 shares of stock of the Denver, South Park and 
Pacific Eailroad Company, of the par value of $100 each, $6,135,100. 

Certificates for 4,800 shares of stock of the Echo and P ark City Eail- 
way Company, of the par value of $100 each, aggregating $480,000. 

Certificates for 60 shares of stock of the Gray's Peak, Snake Eiver 
and Leadville Eailroad Company, of the par value of $100 each, aggre- 
gating $6,000. 

Certificates for 1,277 shares of stock of the Georgetown, Brecken- 
ridge and Leadville Eailroad Company, of the par value of $ 100 each, 
aggregating $127,700. 

Certificates for 8,085 shares of stock of the Greeley, Salt Lake and 
Pacific Eailwav Company, of the par value of $100 each, aggregating 
$808,500. 

Certificates for 440 shares of stock of the Junction City and Fort 
Kearney Eailway Company, of the par value of $100 each, aggregating 
$44,000. 

Certificates for 13,134 shares qf stock of the Kansas Central Eailroad 
Company, of the par value of $100 each, aggregating $1,313,400. 

A letter from the Atchison, Topeka and Santa F6 Eailroad Company 
was produced acknowledging the fact that they held stock of the Kan- 
sas and Eastern Eailroad Construction Company for the Union Pacific, 
amounting to 2,300 shares, of the par value of $230,000. 

Certificates for 644 shares of stock of the Laramie, l^orth Park and 
Pacific Eailroad and Telegraph Company were produced, of the par 
value of $64,400. 

Certificates for 4,650 shares of stock of the Lawrence and Emporia 
Eailway Company were produced, of the par value of $100 each, ag- 
gregating $465,000. . ^x 

Certificates lor 240 shares of stock of the Lovelan^^ass Mining aii4 
Eailroad Tunnel Company were produced, of the par: jralue of $26 eac]^ 
aggregating $4,800. 

A letter was produced from the Atchison, Topeka and Sante F6 
Eailroad Company, acknowledging the fact that they held stock of the 
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Leavenworth, Topeka and Southwestern Railroad Company, amount- 
ing to 6,609 shares, property of the Union Pacific Bailway Company, 
of the par value of 8550,900. 

Certificates for 4,186^ shares of stock of the Manhattan, Alma and 
Burlingame Eailway Company were produced, of the par value of $100 
each, aggregating $418,650. 

Certificates for 6,000 shares of stock of the Montana Eailway Com- 
pany, 70 per cent, paid, of the par value of $100 each, aggregating 
$600,000. 

Certificates for 1,000 shares of stock of the Montana Union Bailway 
Company were produced, 50 per cent, paid, of the i)ar value of $100 
each, aggregating $100,000. 

Certificates for 9,595 shares of stock of the [Nevada Central Bailway 
Company were produced, of the par value of $100 each,, aggregating 
$959,500. 

A certificate for 25 shares of stock of the Nevada Improvement Com- 
pany was produced, and a letter of ownership, from the secretary of 
the company, of an additional 25 shares, making in all 60 shares, of the 
par value of $100 each, aggregating $6,000. 

Certificates for 18,669 shares of stock of the Omaha and Bepublican 
Valley Eailway Company of Nebraska were produced, of the par value 
of $100 each, aggregating $1,866,900. 

Certificates for 80,156 shares of stock of the Oregon Short Line Bail- 
way Company were produced, of the par valve of $100 ea<5h, aggregat- 
ing $8,015,600. 

As to the Ogden and Syracuse Bailway Company, 10 per cent, was 
paid on 2,000 shares, the funds being held by the Union Pacific Bail- 
way Company, the certificates not yet having been issued. 

As to the Occidental and Oriental Steamship Company, installment 
receipts were produced for 3 per cent, on 50,000 shares, or $150,000. 

Certificates for 24,000 shares of stock of the Pacific Express Com- 
pany were produced, of the par value of $100 each, aggregating 
$2,400,000. 

Certificates for 10,491 shares of stock of the Salina, Lincoln and 
Western Eailway Company were produced; 9 shares being held by 
A. L. Williams, attorney at Topeka for the Union Pacific Bailway Com- 
pany, to qualify directors ; total aggregating $1,050,000. 

Certificates for 2,317 shares of stock of the Salina and Southwestern 
Bailway Company were produced, of the par value of $100 each, ag- 
gregating $231,700. 

Certificates for 10,800 shares of stock of the Salt Lake and Western 
Bailway Company of Utah were produced, of the par value of $100 
each, aggregating $1,080,000. 

Certificates for 10,000 shares of stock of the South Park and Lead- 
ville Short Line BaiJroad Company were produced, of the par value 
of $100 each, aggregating $1,000,000. 

Certificates for 23,016 shares of stock of the Saint Joseph and Grand 
Island Bailroad Company were produced, of the par value of $100 each, 
aggregating $2,301,500. 

Certificates for 1,160 shares of stock of the Saint Louis and Missis- 
sippi Valley Transportation Company were produced, of the par value 
of $100 each; aggregating $116,000. 

Certificates fbr 18^ shares of stock of the Union Pacific Bailway Com- 
pany were produced, of the par value of $100 each, aggregating $19860. 

Certificates for 1,596 shares of stock of the Union Pacific Bailroad 
^•'^mpany were produced, of the par value of $100 each, aggregating 
W. 
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Certificates for 18,869 shares of stock of the*Utali Central Kailway 
Company were produced, of the par value of $100 each, aggregating 
$1,886,900. 

Certificates for 48,164 shares of stock of the Utah and Northern Eail- 
w*ay Company were produced, of the par value of $100 each, aggregat- 
ing $4,816,400. 

Certificates for 1,385 shares of stock of the Union Coal Company 
were produced, of the par value of $100 each, aggregating $138,500. 

Certificates for 810 shares of stock of the Union Elevator. Company 
of Omaha were produced, of the par value of $100 each, aggregating 
$81,000. 

Certificates for 467 shares of stock of the Union Elevator Company, 
Council Bluft's, Iowa, were produced, of the par value of $100 each, 
aggregating $46,700. 

Certificates for 210 shares" of stock of the Union Depot Company, 
Kansas City, were prcduced, of the par value of $U0 each, aggregating 
821,000. 

Certificates for 5,550 shares of stock of the Utah and Nevada Rail- 
way Company were produced, of the par value of $100 each, aggregating 
$555,000. 

In addition to the certificates of stock produced, the Commission is 
informed that Messrs. Gould and Sage, as trustees under the Kansas 
Pacific consolidated mortgage, hold the following certificates of stock: 

170 shares Denver and Boulder Valley Bailroad Company stock, par value (17, 000 
()00 shares Golden, Boulder and Caribou Kailway Company stock, par 

value 60,000 

7,200 shares Junction City and Fort Kearney Kailway Company stock, par 

value 720,000 

2,000 shares National Land Company stock, 20 per cent, paid, par ^ralue.. 200, 000 

20,010 shares Solomon Railroad Company stock, par value, $50 per share.. 1, 000, 500 

OLIVER W. MINK. 

The Commission then adjourned to meet on Saturday, June 4, at 10 
o'clock a. m. 



Mr. .Mink subsequently sent the following statement with reference 
to the securities owned by the Union Pacific Railway Company: 

[The TJoion Pacific Railway Company. Charles F. Adams, president ; Ilonry McFarland, secretary 
and treasarer; Oliver W. iTink, comptroller; James G-. Uarcis, assistant troasnrerand transfer 
agent; Alex. Millar, assistant secretary. Post-office box No. 5287. J 

EuQiTABLB Building, 
Boston^ June 14, 1887. 

Hon. Robert E. Pattisox, 

Chairman Jjniied States Faci/io Railway Commission, 10 Wall Street, New York: 

Dear Sir: In accordance with your request I have made an examination of the ac- 
counts relating to tlie securities owned by the Union Pacific Railway Company, and 
I have now to report to you upon them. 

The bonds owned by the company, and their location, are as follows : 

Council Bluffd Street Railway Company bonds, owned by the company and 

in the hands of the treasurer - $16,000 

Colorado Central Railroad Company first mortgage 7 per cent, bonds. 
Pledged as collateral : : 

Tremont National Bank, Boston ,. $87,000 

State National Bank, Boston '["' 8i,000 . ''' 

Massachusetts Hospital Life Insurance Company, Bos- ' 

ton 27,000 

Merchants' National Bank, Boston 1 19, 000 
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Colorado Central Bailroad^ompany first mortgage 7 i)er cent, bonds. 
Pledged as collateral : 

American Loan and Trust Company, Boston $129, 000 

WarTen.& Co., Boston 38,000 

Central Trust Company, New York 143, 000 

Mercantile 'Rrust Company, New York 144, 000 

National Bank of Commerce, New York 2*5, 000 

Chemical National Bank, New York 128, 000 

Six per cent, collateral trust 2, 078, 000 

Five per cent, collateral trust 1, 379, 000 

4, 629, 000 
Deposited with the First National Bank of Denver as se- 
curity for appeal bonds 50,000 

In the hands of the New England Trust Company of Bos- 
ton, subject to this company's order 18,000 * 

Total owned by the company $4,697,000 

Colorado Central Kailroad Company first mortgage 8 per cent, bonds, 

owned by the company and in the hands of the treasurer 22, 000 

Denver, Marshall and Boulder Kailroad Company first mortgage .5 per 
cent, bonds : 
Deposited with the American Loan and Trust Company, 

Boston, trustee under the indenture of July 1, 1886. . .! .202, 000 
In the hands of the treasurer 14,000 

Total owned by the company 216,000 

Denver, South Park and Pacific Bailroad Company first mort- 
gage 6 per cent, bonds : 

Pledged in the 5 per cent, collateral trust $1, 777, 000 

In the hands of the New England Trust Company of Bos- 
ton, subject to this company's order 22, 000 

In the hands of the treasurer 998,000 

Total owned by the company 2,797,000 

Echo and Park City Railway Company first mortgage 6 per cent, bonds, 
owned by the company and in the hands of the treasurer 430, 000 

Georgetown, Breckenridge and Leadville Railway Company first mort- 
gage 7 per cent, bonds, owned by the company and in the hands of the 
treasurer * 127,000 

Greeley, Salt Lake and Pacific Railway Company first mortgage 7 per 
cent, bonds, owned by the company and in the hands of the treasurer. 808, 000 

Kansas Central Railroad Company first mortgage 6 per cent, bonds, 
owned by the company and in the hands of the treasurer 1, 162, 000 

Loveland Pass Mining and Railroad Tunnel Company first mortgage 7 per 
cent, bonds, owned by the company and in the hands of the treasurer. . . 400, 000 

Manhattan, Alma and Burlingame Railway Company first mortgage 6 per 
cent., owned by the company and In the hands of the treasurer 339, 000 

Marysville and Blue Valley Railroad Company bonds, acquired by the 
company but not yet delivered 128,000 

Nevada Central Railway Company Income bonds, owned by the company 
and in the hands of the treasurer 250,000 

Omaha and Republican Valley Railroad Company first mortgage 7 per 
cent, bonds. 
Pledged as collateral : 

National Bank of Commerce, New York $275, 000 

Six per cent, collateral trust 1,025,000 

Five per cent, collateral trust 676, 000 

1,974,000 
In the hands of the New England Trust Company, of Bos- 
ton, subject to this company's order 8, 000 

In the hands of the treasurer 273,000 

Total cSWned by the company 2,255,000 
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Omahar, Niobrara and Black Hills Railroad Company first mortgage 7 per 
per cent, bonds. 
•Pledged as collateral : 

Tremont National Bank, Boston (93,000 

State National Bank, Boston 95, 000 < 

Massachusetts Hospital Life Insurance Company, Bos- 
ton 250,000 

Merchants' National Bank, Boston 1?8, 000 

American Loan and Trust Company, Boston 165, 000 

Warren & Co., Boston 57,000 

Central Trust Company, New York 70,000 

868.000 
In the hands of the treasurer 109,000 

Total owned by the company $977,000 

Salina, Lincoln and Western Railway Company first mortgage 6 per cent, 
bonds, owned by the company and deposited with the American Loan 
and Trust Company, Boston, trustee, under the indenture of July 1, 

1886 519,000 

Salt Lake and Western Railway Company first mortgage 6 percent, bonds, 

owned by the company and in the hands of the treasurer 1, 080, 000 

Saint Louis, Council Blufis and Omaha Railroad Company 6 per cent. 

bonds, owned by the company and in the hands of the treasurer 19, 000 

Utah Southern Railroad Extension fii'st mortgage 7 per cent, 
bonds. 
Pledged as collateral : 

Merchants' National Bank, Boston 1^25, 000 

State National Bank, Boston 92,000 

Tremont National Bank, Boston 92,000 

Chemical National Bank, New York 228, 000 

Mercantile Trust Company, New York 254, 000 

Central Trust Company, New York 150, 000 

American Loan and Trust Company, Boston 42, 000 

Five per cent, collateral trust ^,000 

975, 000 
In the hands of the New England Trust Company, of Bos- 
ton, subject to this company's order 1, 000 

In the hands of the treasurer 6,000 

Total owned by the company 982,000 

Utah and Northern Railway Company first mortgage 7 per cent, bonds. 
Pledged as collateral : 

Massachusetts Hospital Life Insurance Company, Bos- 
ton $316,000 

Six per cent, collateral trust 2,356,000 

Five per cent, collateral trust 2,204,000 

4, 876, 000 
In the hands of the New England Trust Company, of Bos- 
ton, subject to this company's order 27,000 

In the hands of the treasurer 65,000 

Total owned by the company 4, 968, 000 

Junction City and Fort Kearney Railway Company first mortgage 7 per 
cent, bonds, owned by the company and held by the trustees under the 
Kansas Pacific consolidated mortgage 970, 000 

Junction City and Fort Kearney Railway Company, Belleville Branch, 
bonds owned by the company and deposited witn the American Loan 
and Trust Company, Boston, trustee, under the indenture of July 1, 
1886 171,000 

Union Pacific Railroad Company first mortgage 6 per cent, bonds. .-. 
Pledged as collateral : 

National Bank of Commerce, New York ^r I . fi?7, 000 ' 

In the hands of the treasurer 5, 000 

Total owned by the company 82,000 
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UDion Pacific Railroad Company siokiDgfand 8 per cent, bonds. 

Pledged with the American Loan and Trust Company, Bos- 
ton, in connection with a guarantee for the completion, 
within a given time, of first 125 miles of the Cheyenne 
andKorthern Railway ^,000 

In the hands of the treasurer 366,000 

Total owned by the company $426,000 

Union Pacific Omaha Bridge 8 per cent, bonds, owned by the company and 
in the hands of the treasurer 5,000 

Union Pacific Omaha Bridge renewal 5 per cent, bonds, owned by tbc com- 
pany and in the custody of the Central Trust Company of Now York .. 103, 000 

Kansas Pacific subordinated income bonds owned by the company and in 
the hands of the treasurer 15,200 

Kansas Pacific unsubordinated income bonds, owned by the company and 
in the handsof the treasurer 23,100 

Kansas Pacific first mortgage 6 per cent, bonds. 
Pledged as collateral: 

National Bank of Commerce, Now York {29, 000 

In the hands of Lee, Higginson &, Co., Boston, sub- 
ject to the order of this company 5,000 

Total owned by the company 34,000 

Ord Precinct, Valley County, Nebraska, bonds, owned by the company 
and in the hands of the treasurer 12,000 00 

Kansas Pacific Railway consolidated mortgage G per cent, bonds, owned 
by the company and deposited with the American Loan and Trust 
Company, Boston, trustee, under the Indenture of July 1, 18^6 6,000 00 

Denver and Boulder Valley Railroad Company first mortgage 7 per cent, 
bonds, owned by the company and held by the trustees under the Kan- 
sas Pacific consolidated mortgage 5G0,000 00 

Golden, Boulder and Caribou Railroad Company first mortgage 8 per 
cent, bonds, owned by the company and held by the tiustees under tho 
Kansas Pacific consolidated mortgage 60, 000 00 

Lawrence and Emporia Railroad Company first mortgage 6 per cent, 
bonds, owned by the company and held by the trustees under tbo 
Kansas Pacific consolidated mortgage 465,000 00 

Salina and Southwestern Railway Company first mortgage 6 per cent, 
bonds, owned by the company and held by the trustees under the 
Kansas Pacific consolidated mortgage 540,000 00 

Solomon Railroad Company first mortgage 6 per cent, bonds, owned by 
the company and held by the trustees under the Kansas Pacific con- 
solidated mortgage 575.000 00 

The stocks owned by the company and their location are as follows : 

Atchison, Colorado and Pacific Railroad Company stock, owned by the 
company and in the hands of the ireasurer, 1,244 shares 1 124, 400 00 

Bine Valley Railway Company stock, owned by the company and in the 
hands of the treasurer, ^,22l^(^^ shares 322, 124 12 

Bakerville and Leadville Toll Road Company stock, owned by the com- 
pany and in the hands of the treasurer, 1, 136 shares 28, 400 00 

Bozeman Coal Company, owned by the company and in the hands of the 
treasurer, 960 shares 96,000 00 

Central Branch Union Pacific Railroad Company stock : 
Pledged as collateral : 

Shares. 
Massachusetts Hospital Life Insurance Company, Boston . .500 

Merchants' National Bank, Boston 500 

National Bank of North America, Boston 500 

National Revere Bank, Boston 500 

National Bank of Commerce, Boston 500 

Hartford National Bank , 1,000 

Mercantile Trust Company, New York 2, 670 

(fi- ■ • . 

Ou 6,170 

In the hands of the treasurer 2,418 

Total owned by the company 8,588 

858,800 00 
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Council Blafifo Street Railway Company stock, owned by the company 

and in the hands of the treausnrer, 1,825 shares $45, 625 00 

Colorado Central Railroad Company, Colorado, stock, owned by the 

company and in the bands of the treasurer, 62,290 shares 6, 229, 000 00 

Colorado Central Railroad Company, Wyoming, stock, owned by the 

company and in the hands of the treasurer, 1,3U0 shares 130, 000 

Credit Mobilier of America stock, owned by the company and in the 

hands of the treasurer. 37, 109 shares 3,710,900 

Denver, Marshall and Boulder Railway Company stock, owned by the 

company and in the hands of the treasurer, 10,000 shares 1, 000, 000 

Denver, South Park and Pacific Railroad Company stock, owned by the 

company and in the hands of the treaijurer, 61,3.')1 shares 6, 135, 100 

Echo and Park City Railway Company stock, owned by the company and 

in the hands of the treasurer, 4,b00 shares. ^ 480,000 

Gray's Peak. Snake River and Leadville Railroad Company stock, owned 

by the company and in the hands of the treasurer 60 shares 6, 000 

Georgetown, Breckenridge and Leadville Railroad Company stock, owned 

by the company and in the hands of the treasurer, 1,277 shares 127,700 

Greeley, Salt Lake and Pacific Railway Company stock, owned by the com- 
pany and in the hands of the treasarer, 8,085 shares 808, 500 

Junction City and Fort Kearney Railroad Company stock : 

Shares. 

In the hands of the treasurer 440 

Owned by the company and held by the trustees under the Kap- 
sas Pacific consolidated mortgage 7,200 

Total owned by the company 7,640 764,000 

Kansas Central Railroad Compari^ stock, owned by the company and in 

the hands of the treasure^ 13,134 shares 1,313,400 

Kansas and Eastern Railroad Construction Company stock, owned by the 

Union Pacific and in the custody of the Atchison, Topeka and Santa ¥6 

Railroad Company, 2300 shares 230, 000 

Laramie, North Park and Pacific Railroad and Telegraph Company stock, 

owned by the company and in the hands of the Treasurer, 644 shares.. 64, 400 

Lawrence and Emporia Railroad Company stock, owned by the company 

and in the hands of the treasurer, 4,650 shares 465, 000 

Loveland Pass Mining and Railroad Tunned Company stock, owned by the 

company and in the hands of the treasurer, 240 shares 4. 600 

Leavenworth, Topeka and Southwestern Railway Coaipany stock, owned 

by the Union Pacific and in the custody of the Atchison, Topeka and 

Santa F6 Railroad Company, 5,509 shares 550,900 

Manhattan, Alma and Bnrlingame Railroad Company stock, owned by the 

company and in the hands of the treasurer, 4, 183^ shares 418, 650 

Montana Railway Company stock, owned by the company and in the 

hands of the treasurer, 6,000 shares, 70 per cent, paid 420, 000 

Montana Union Railway Company stock, owned by the coaipany and in 

the hands of the treasurer, i;000 shares, 50 per cent paid 50, 000 

Nevada Central Railroad Company stock, owned by the company and in 

the hands of the treasurer, 9,595 shares 959,500 

Nevada Improvement Company stock, owned by the company and in the 

hands of the treasurer,50 shares 5,000 

Omaha and Republican Valley Railway Company of Nebraska stock, 

owned by the company and in the hands of the treasurer, 18,669 shares. 1, 833, 900 
Oregon Short Line Railway Company stock, owned by the company and 

in the hands of the treasurer, 80,156 shares 8,015,600 

O^den and Syracuse Railway Company stock, owned by the company and 

in the hands of the treasurer, 2,000 shares, 10 per cent, paid ' 20, 000 

Occidental and Oriental Steamship Company stock, owned by the com- 
pany and in the hands of the treasurer, 50,000 shares, 3 per cent. paid. . 150, 000 
Pacific Express Company stock, owned by the company and in the hands 

of the treasurer, 24,000 shares 2,400,000 

Salina, Lincoln and Western Railway Company stock, owned by the com- 
pany and in the hands of the treasurer, 10,500 shares 1, 050, 000 

Salina and Southwestern Railway Company stock, owned by the compiany 

and in the hands of the treasurer, 2,317 shares 231, 700 

Salt Lake and Western Railway Company stock, owned by the company 

and in the hands of the treasurer, 10,800 shares 1, 080, 000 

South Park and Leadville Short Line Railroad Company stock, 4»'wned by 

the company and in the hands of the treasurer, 10,000 shares 1, 000, 000 

Saint Joseph and Grand Island Railroad Company stock, owned by the 

company and in the hands of the treasurer, 23,015 shares 2, 301, 500 
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Saint Louis and Mississippi Valley Transportation Company stock, owned 
by the company and in the hands of the treasurer, 1,160 shaies |116, 000 

Union Pacific Railway Company stock, owned by the company and in the 
hands of the treasurer, IB^ shares 1,850 

Union Pacific Railroad Company stock, owned by the company and in the 
hands of the treasurer, 1,596 shares 159,600 

Utah Central Railway Cpmpany stock, owned by the company and in the 
hands of the treasurer, 18,869 shares 1,886,900 

Utah and Northern Railway Company stock, owned by the company and 
in the hands of the treasurer, 48,164 shares 4, 816,400 

Union Coal Company, owned by the company and in the hands of the 
treasurer, 1,385 shares 138,500 

Union Elevator Company, Omaha, stock, owned by the company and in 
the hands of the treasurer, 810 shares. 81,000 

Union Elevator Company, Council Bluffs, stock, owned by the company 
and in the hands of the treasurer, 467 shares 46,700 

Union Depot, Kansas City, stock, owned by the company and in the hands 
of the treasurer, 210 shares 21,000 

Utah aud Nevada Railway Company stock, owned by the company and in 
the hands of the treasurer, 5,550 shares ' 555,000 

Denver and Boulder Valley Railroad Company stock, owned by the com- 
pany and held by the trustees uuder the Kansas Pacific consolidated 
mortgage, 170 shares 17,000 

Golden, Boulder and Caribou Railway Company stock, owned by the com- 
pany and held by the trustees under the Kansas Pacific consolidated 
mortgage, 600 shares 60, COO 

Solomon Railroad Company stock, owned by the company and held by the 
trustees under the Kansas Pacific consolidated mortgage, 20,010 shares. 1,000,500 

National Land Company stock, owned by the company and held by the 
trustees under the Kansas Pacific consolidated mortgage, 2,000 shares, 
20 per cent, paid 40, OO 

RECAPITULATION. 

Bonds : 

Held in the 6 per cent, collateral trust ^,457,000 00 

Held in the 5 per cent, collateral trust 6, 128,000 00 

Held by Messrs. Gould and Sage, trustees, under the Kansas Pacific 

consolidated mortgage 3,160,000 00 

Held by the American Loan and Trust Company, Boston, trustee 

under the indenture of July 1, 1886 898,000 00 

Pledged as collateral security for loans 3,620,000 00 

Held by the treasurer 6,594,800 00 

Held subject to the order of the company 184,000 00 

Held as security for appeal bonds, &c 110,000 00 

Acquired but not yet delivered 128,000 00 

Total •. 26,279,800 00 

Stocks : 

Held by Messrs. Gould and Sage, trustees, under the Kansas Pa- 
cific consolidated mortgage $1,637,500 00 

Pledged as collateral security for loans 617,jOOO 00 

Held by the treasurer 49,168,949 12 

Held, subject to the order of the company 780,900 00 

Total i 52,404,349 12 

SUMMARY. 

Bonds owned by the company, par value $26,279,800 OU 

Stocks owned by the company, par value 52,404,349 12 

Grand total 78,684,149 12 

Respectfully submitting the above, I remain, yours, very truly, 

OLIVER 'W. MINK, 

Comptroller, 
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Equitable Building, 
BostoUj Mass.j Saturday^ June 4, 1887. 

The Commission met pursuant to adjournment. 
Present: Commissioner Pattison (chairman), and Commissioner An- 
derson. 

STATEMENT FROM GOVERNMENT ACCOUNTS OF TRANSPORTATION 

SERVICES. 

Commissioner Anderson. I offer, in connection with the testimony 
of Mr. Mink, a statement prepared by Mr. Calhoun from the Govern- 
ment accounts and containing a statement of all transportation services 
appearing on tbe Government bond and interest account; also a state- 
ment of all transportation services on aided and non-aided roads apply- 
ing to the sinking fund ; also a statement of cash payments by the com- 
panies, and interests accrued on the investments. 

The paper is marked "Exhibit 1, June 4, 1887,'' and is as follows : 

61 p R 
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EECAPITULATION. 



Oredits to transportatioii: 

llBion Paoino Company 

CeBtral Branch 

Kansas Paoiflo 

Total credits to March 31, 1887 . . . . 

Oredits to sinking fond : 

Aided roads 

Non-aided roads 

Total credits in account 

Credits in cash : 

Credits oCinterest on bonds 

Total credits to March 31, 1887... 



$11,281,208 00 

289, 235 20 

3, 422, i*70 43 



14, 993, 311 03 



3, 804, 201 49 
1, 307, 344 09 



5, 171, 545 58 

1,421,714 40 

010, 001 48 



7,212,801 52 



22, 200, 172 15 



E. & O. E. 
Hespectfally 8ul)mltted. 

Boston, Mass., Jitne 2,. 1887. 



WM. CALHOUN, 

Accountant. 



GOULD'S ACCOUNT CURRENT. 



Commissioner Anderson. 1 also offer, in connection with Mr. Mink's 
evidence, Mr. Jay Gould's accounts current with the Kansas Pacific 
Eailway Company, the Union Pacific Eailroad Company, and the Union 
Pacific Eailway Company. 

The papers are marked respectively "Exhibit 2, 3, and 4, June 4, 
1887,'^ and are as follows : 
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INDENTURE SEOURINO INCOME BONDS. 

Commissioner Anderson. I also offer, in connection with Mr. Mink'fe 
testimony, a copy of the indenture securing the income bonds of the 
Union Pacific liailroad Company, dated the 1st of September, 1869. 

The paper is marked " Exhibit 5, June 4, 1887,'^ and is as follows : 

This indenture, made and executed at the city of Boston, on the 1st day. of September, 
A. D. 1869, by and between the Union Pacific Railroad Company, of the first part, 
and John R. Duff, Benjamin E. Bates, and F. Gordon Dexter, all of the city of Bos- 
ton, trustees^ as hereinafter set forth, of the second i>art : 

Witnesseth : That the party of the first part has caused to bo made and ezeented 
its bonds, of $1,000 each, bearing even date herewith, amounting in the aggregate to 
ten millions of dollars, payable on the 1st day of September, 1871, or on the first days 
of March or September, in cither ot the years 1872, 1873, 1874, at the election of Baid 
company, with interest thereon at the rate of 10 per cent, per annum, psyal^le semi- 
annually, and proposes to sell said bonds to parties desirous of x^urchasiog the same ; 
and said party of the first part, for the purpose of securing the payment of the inter- 
est warrants attached to said bonds, according to the tenor thereof, to the parties who 
may have purchased or hold said bonds, has agreed to devote'the not earnings of \U 
said railroad, after deducting therefrom the payments of interest that shall fall due 
upon the first mortgage of its road, and also upon the mortgage of its lands, hereto- 
fore made and already issued or to be issued by it, to the payment of the interest war- 
rants attached to the bonds thus proposed to be sold. 

No w, therefore, the said party of the first part, in consideration of the premises, 
does hereby covenant and agree to and with the said parties of the second part, the 
survivors and survivor of them, who are hereby declared to be trustees for the sev- 
eral parties who may purchase and hold said bonds, that it will, semi-annually, on 
the first days of the months of January and July of each year, make up and furnish 
to said trustees a fair and just account of the net earnings of said road for the six 
months next preceding, and will deduct therefrom the interest due and payable from 
it upon the first mortgage of its road heretofore issued, and upon its land mortgage 
bonds heretofore issued, or to be issued, so as to exhibit the true sum applicable to 
the payments of the several interest warrants attached to said bonds, bearing date 
September 1, 1869. 

And farther, will, in case they shall fail to pay said interest warrants according to 
their tenor at the time the same fall due, pay over to said party of the second part 
the said net income of their road, after the deductions aforesaid, or such pa^t thereof 
as may be necessary to pay said interest warrants, with interest thereon from their 
maturity, and a reasonable compensation to said party of the second part for the* 
performance of their said trust, which sum thus paid, except their compensation 
aforesaid, is to be, by said parties of the second part, held and applied to the pay- 
ment of said interest warrants to the holders thereof with interest. 

And said parties of the first part do further agree to hold said net income in trust 
for the parties of the second part, to be applied to the purposes aforesaid in case of 
its failure to pay its warrants at maturity. 

And said parties of the second part do hereby accept said trust and covenant and 
agree to execute the same, but without any responsibility except for their wilful 
negligence or default in the premises, and without responsibility for the acts or 
omissions of each other. 

In testimony whereof the said corporation has hereto affixed its seal, and caused 
the same to be signed by its president and treasurer, thereto duly authorized ; and 
the said parties of the second part have hereto interchangeably set their hands and 
seals the day and year first above written. 



JOHN R. DUFF. [seal.] 

BENJ. E. BATES. [seal.] 

F. GORDON DEXTER, [seal.] 



[Copy.] 

United States of America. 



No • J1,000. 

Union Pacific Railroad Company. 

[50 cent stamp.] Bond. [5 cent stamp.] 

. The Union Pacific Railroad Company acknowledges itself to owe to bearer $1,000, 
which sum said company promises to pay the holder hereof, at its office in the city of 
Boston, on the first day of September, A. D. 1871, or on the first days of M«rcfa or Sep- 
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toiuber iu either of the years 1872, 1873, or 1874, at tho electloQ of said company ; aod 
also interest thereon at the rate of 10 per cent, per annum semi-annaally, on the first 
days of each March and September ensaing the date hereof, antil said principal sum 
shall be i)aid, on tho presentation of the annexed interest warrants at tho office of the 
company in the city of Boston. 

In'teslimony whereof the company has caused to be affixed hereto its corporate seal, 
and these presents to bo subscribed by its president and treasurer, this first day of 
September, A. D. 1869. 

OLIVER AMES, President 

[8BAL.] JOHN M. S. WILLIAMS, Treasurer. 

This bond is one of a series of bonds of $1,000 each, dated September I, 1869, 
amounting in the aggregate to $10,000,000, and payment of the interest warrants at- 
tached thereto is secured by au iudenture of covenant between said corporation and 
John R. Dnif, Benj^^min E. Bates, and F. Gordon Dexter, trustees for the holders of 
said bonds, whereby said coinpaHy agrees to apply the net income of the road, after 
deducting therefrom tho payments of interest that shall fall duo upon the first mort- 
gage of its said road, and also upon the mortgage of its lands heretofore made, and 
to the payments of said interest warrants. 

JOHN R. DUFF, 
B. E. BATES, 
F. G. DEXTER, 

Trustees. 
Copy of one of ten coupons attached : 

ITiO. 150. 

Warrant of fifty dollars, half-yearly interest on bond of the Union Pacific Railroad 

Company, No. , dated September 1> "1 A 1869, payable September 1, 1874, upon 

the surrender of this warrant, unless said l\j bond shall have been previously paid. 

J. M. 8. WILLIAMS, lYeas. 



Equitable Building, 
Boston, Mass.y Saturday, June 4, 1887. 

CHARLES FRANCIS. ADAMS, being farther examined, testified as 
follows : 

The Chairman. We shall be glad, Mr. Adams, to hear now anything 
further which you desire to say to the Commission. 

THE CONSOLIDATION OP 1880. 

Tho Witness. Before the Commission leaves Boston I wish to refer 
to one or two points which have been dwelt upon iu the course of tho 
investigation, upon which my observation or experience may throw 
light. There has been a great deal saidabout the consolidation of 1880, 
and [ have noticed that there seems to be an impression, which has 
been also widely spread through the press before and during the in- 
vestigation, that the result of the consolidation was to foist a coui)le of 
worthless lines upon the original Union Pacific, much to its. detriment. 
I wish to submit a table, showing how mistaken such an idea is. 

COMPARISON BETWEEN KANSAS PACIFIC AND UNION PACIFIC EARN- 
ING POWERS. 

The Kansas division, as a property, was not at the time of the consol- 
idation so valuable property as the Union division ; but in proportion to 
the rate at which it was put in it was equally valuable with the Union 
division. As showing that, I now submit a table of the earnings per 
mile of the Kansas division and the Union division through the^ears 
since 1879 — ^that is, from the year which preceded the consolidation to 
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the present time. It appears from this table that, while at the time of 
the consolidatiou the Kausas division was earning per mile about half 
what the Union division earned and was capitalized on the basis of 
earning half as much, it has since gofie on gaining upon the Union 
division, until at the present time it earns two-thirds as much per mile. 
The only reason the Union division then earned and now earns more 
than the Kansas division is that the Union division then was and 
still is the channel through which the transcontinental traffic — at the 
time of the consolidatiou immensely valuable — was sent. The trans- 
continental traflftc has since lost most of its value, owing to the com- 
ing in of competing lines and the consequent division of business and 
reduction of rates, so that from the way the two divisions are now going 
on it will not be long before the Kansas division will earn as much per 
mile as the Union division, although it was capitalized at only half as 
much in the consolidation. 

Commissioner Andebson. I do not quite understand what you mean. 
If it is as much per mile, and they were capitalized according to their 
relative lengths, then that would be a just apportionment, assuming 
that the earnings per mile were equal. 

The Witness. They were capitalized at so much per mile, and I am 
now showing their earning power per mile. They were capitalized, 
respectively, at $40,000 a4id $80,000 per mile of road, if I am right in 
my figures. They earned about in the same proportion, 

Mr. MooRFiELD Story. The Kansas Pacific went in at $40,000 per 
mile and the Union Pacific at $80,000 per mile. 

The Witness. Now, two to one is not at this time their relative 
capacity, inasmuch as the Union Pacific earns less than $5,000 net per 
mile per annum and the Kansas Pacific earns net over $3,200. That 
is in earning capacity they now stand, not as two to one, but about as 
two to three. 

The paper referred to above is marked "Exhibit Ko. 6, June 4, 1887," 
and is as follows: 

Earnings and expenses per mile of road, Union and Kansas Divisio ns. Union Pacific Bailway, 

UNION DIVISION. 





1879. 


1880. 


1881. 


1882. 


1883. 


1884. 


1885. 


1886. 


Earnings per milo . 
Expenses per mile . 


$12. 455 06 
4, 967 72 


$15, 114 67 
6, 301 31 


$16, 447 49 
7,631 72 


$16, 290 08 
6, 628 61 


$15, 023 41 
G, 193 52 


$11, 991 13 
5, 264 62 


$11, 515 46 
5, 391 65 


$11,50J»96 
6,165 45 


Suroliis 


7, 487 34 
285 OG 


8,813 36 
279 11 


8, 815 77 
243 20 


9, 061 47 
299 11 


2, 829 89 
515 04 


0, 726 51 
288 66 


6, 123 81 
319 25 


5, 343 51 
369 5C 


Taxes 


Net earnings 


7, 202 28 


8, 534 25 


8, 572 67 


9, 362 3G 


8, 314 85 


G, 437 85 


5.804 56 


4,973 95 



KANSAS DIVISION. 





1879. 


1880. 


1881. 


1882. 


1883. 


1884. 


1885. 


1886. 


Earnings per mile . 
Expenses per milo 


$7, 151 57 
3, 976 21 


$9, 289 39 
4, 962 39 


$9, 850 70 
5, 810 29 


$8, 032 58 
4, 560 21 


$7,115 61 
4, 372 19 


$6, 883 57 
3, 681 30 


$7, 090 57 
3,681 99 


$7, 580 76 
4,070 85 


Surplus 

^axes 


3, 175 36 
193 95 


4, 327 00 
200 12 


4, 010 41 
178 80 


3, 472 35 
235 91 


2, 743 4-2 

O.'.U 40 


3, 202 27 
222 68 


3, 408 58 
206 48 


3,509 01 
279 09 












Net earnings .. 

• 

— •« 


2, 981 41 


4, 126 88 


3, 861 61 3, 230 44 


2, 512 02 


2, 979 59 


3, 202 10 


3,230 82 
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THE TERMS OF CONSOLIDATION. 

The Witness. The terms of the consolidation also have been, much 
criticised. I had nothing to do with the consolidation; at that time I 
was not connected with the company in any way, whether as an officer, 
a director, a Government director, or a stockholder; but since I have 
had a great deal to do with getting in the outstanding balance of these 
secarities, the bulk of which were brought in under the Kansas Pacific 
consolidated mortgage. 

ADVANTAGES OF CONSOLIDATION. 

I wish to call the attention of the Commissioners, therefore, to how 
advantageously the basis of that consolidation, which has been so much 
criticised, has practically worked for the consolidated company in the 
light of subsequent events. Under the consolidated mortgage, you will 
remember that the Stamped or Subordinated Income Bonds were put in, 
I. think, at 30 cents on the dollar. The Unsubordinated Bonds were put 
in at 50 cents on the dollar. The Leavenworth Branch bonds were put 
in at 50 cents on the dollar. The vast bulk of those securities were 
fortunately put into the consolidation at* these figures. Meanwhile, a 
certain portion of them were left outstanding. When I became presi- 
dent of the company in 1884, 1 found them still outstanding. Being 
the remnants of the underlying mortgages, they gave us a good deal of 
trouble. One of my first efforts was, therefore, to pick them up — that 
is, to clean up the consolidation. Those bonds that were put in at 30 
cents I have since been buying up at par. The bonds that were put 
in at 50 I have bought up at 160. The Leavenworth Branch bonds, 
which were provided for at 50, we have since been paying interest on in 
full. Therefore, the practical working of the consolidation, so far as 
the present company is concerned, has been most advantageous. It has 
relieved the company, on advantageous terms, of a very heavy debt, 
which it otherwise would have had to pay. 

Q. You mean, by the fact that a number of these securities were put 
in at rates you have mentioned of 30 and 50? — ^A. Yes ; since that I 
have been obliged to buy up those that were not put in at the prices 
named; at very much increased figures. So that I have purchased, since 
I became president, about $680,000 in face value of these securities, 
paying therefor about $600,000. The bulk o^ these same securities 
were put in under the terms of the consolidation at rates which would 
have made those bought by me cost about $240,000 — that is, if they 
could have been got in then instead of since by me, the company would 
have made a saving of more that 50 per cent, on what I paid. 

Q. Before you leaVe that subject I would like to ask you whether 
you make your statement that a very large proportion of the securities 
of the character to which you refer were retired at mortgage rates ? Do 
you mean that remark to apply to any of those securities except those 
actually negotiated through the Union Pacific? — ^A. I do not remem- 
ber how they came in. I merely remember that they did come in at 
those figures. 

HOW THE SECUBITIES WEBE COMMUTED. 

Q, Do you know that the securities, amounting to $4,000,000, that 
were held by Mr. Gould, and formerly by the Saint Louis people, were 
commuted at the mortgage rates, or do you know the fact to ba that 
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they were commuted at a special rate? — A* I understood they 'were 
commuted at the mortgage rate. 

Commissioner Anderson. I invite you to examine the mortgage, and 
you will find that they were commuted at such rates that the Stamped 
Incomes, which were the main feature of the holdings, were commuted 
at 70 instead of being commuted at-30. 

The Witness. Those are the ones that I have since been buying in 
at par. 

Commissioner Anderson. I also invite your examination of the 
books of tbe consolidated mortgages of Mr. Gould and Mr. Sage. I 
think you will find that, apart from the securities which were commuted 
through the Union Pacific, and which I am informed were commuted 
at the mortgage rates, all of those which have been taken in by the 
trustees, and, of course, paid for substantially out of the assets of the 
Union Pacific Company by being paid for. in consolidated bonds of the 
Kansas Pacific mortgage, have been commuted at very different rates 
fcom those prescribed by tbe mortgage, running up as high as 80, 90, 
par, and over par. 

The Witness. Were they commuted, then, at market values;? That 
would be the question. 

Commissioner Anderson. That I am unable to answer. The mort- 
gage forbids the trustees from commuting except at mortgage rates; 
but the prohibition in the mortgage in my judgment has been disre- 
garded. The only bearing of it is on this question of the quantity debt, 
and of stock which the Union Pacific Eailway has had to carry. I 
mean that it has not been contracted as much as would have appeared 
from your statement unexplained. 

RESULTS HAVE JUSTIFIED THE CONSOLIDATION. 

The Witness. This may be so. Of course the propriety of these 
transactions was largely a question of market values at that time. 
Securities were then bought and sold at prices very diflferent froa 
those which have since obtained. As I said in the beginning, what- 
ever was done in these matters was done years before I was in any way 
connected with the Union Pacific, and T have never looked into any- 
thing whidi preceded the consolidation. I take the figures on their 
face; but even at the prices suggested by you, the transaction was 
far mofe favorable to the consolidated comi)any than anything which 
I have been able to effect duriug more recent years. In other words, 
tbe consolidation loag sinco more tlixn ja^tifiel fchj price paid for it. 

ARTIFKJIAL BARRIERS BROKEN DOWN. 

As for the effect upon the public of this consolidation, I can only say 
that T think there can be but one opinion. It broke dowii an artificial 
barrier which existed between the two old companies, and has been of 
manifestt service to the community. 

FAVORABLE EFFECT ON GOVERNMENT'S SECURITY. 

As for the effect upon the Government and the Government security, 
I think there can be no room for difference of opinion among those fa- 
miliar with the subject. The security of the Government for the repay- 
ment of its debts has been enormously enhanced. Any steps to break 
up the consolidation, such as were threatened through the quo warranto 
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proceedings of the legislatare of Kansas, I should regard as most un- 
fortanate, should they result in anything, from every point of view, 
Vhether from the point of view of the company and its stockholders and 
secured creditors, or from the point of view of the United States as 
being one of the secured creditors, or from the point of view of the 
communities which the roads serve. From whatever point of vieW^ you 
regard it, the consolidation of 1880 seems to me, judging by the light 
of experience, to have worked nothing but benefit. I cannot see that 
it has worked injury anywhere. 

It does not seem necessary to go into details. Any one &miUar with 
railroad traffic, and the method in which railroad traffic is done, would 
see the beneficial working of the consolidation at once. It has broken 
down barriers, enabling business to flow as it naturally inclined to flow, 
instead of in ways which were artificial and expensive. 

Mr. Story. So that it has reduced the cost to the public. 

The Witness. It has reduced the cost to the public and reduced the 
cost of operating to the company. It has increased the Government se- 
curity. I do not think any rational and well-informed man could regard 
it otherwise thcin as a general benefit. 

PROPRIETY OF ACTION OF DIRECTORS. 

By Commissioner Anderson : 

Q. Before quitting that subject, I would ask you tiiis question : Is it 
your judgmi^t, from the knowledge you have of the terms of this con- 
solidation, that any of the directors of the Union Pacific Eaihroad or 
Union Pacific Bail way, as it existed just before and after the consoli- 
dation, made an illegitimate use of their position and office as trustees 
of this property for the purpose of securing a pecuniary profit to 
themselves which they should not have take^ ? — A. When I was ex- 
amined iij New York a month ago, never having had occasion to 
look very carefully into this matter, except from the practical point of 
view, in order to satisfy myself how the consolidation had resulted and 
worked for the company of which I was president, I was not familiar 
with l^e historical order of events as they took place. I was under the 
impression that Mr. Gould acquired his interest in the Union Fadfic at 
a subsequent time, and that his so doing had nothing to do with the 
consolidation. I find now that this transaction antedated it, and was 
a large factor in the consolidation. I can only say, from reading the 
evidence, that it seems to me, under the circumstances, that the con- 
solidation was more advantageous to the Union Pacific and its stock- 
holders than I had before supposed. That is, it was effected on more 
advantageous terms, for it would appear that Mr. Oould, at ike time 
the consolidation was effected, was a trustee, as you term it, for the 
Missouri Pacific as well as for the Union Pacific That is, he was di- 
rector and largely interested in both companies. Under those circum- 
stances, the Missouri Pacific seemed to have been the concern whidi 
suffered rather than the Union Pacific. 

By the Chairman : 

Q. Why not have effected it by direct methods rather than by indi- 
rect methods? — A. These consolidations are things very difficult to 
bring about. There are many interests to be considered, and, ao far as I 
know, they always have to be effected indirectly. I have sfeea no rea- 
son to suppose that any of the directors profited illegitimately by it. 

Commissioner Anderson. Then I underatan d your judgment to be 
that the business of purchasing the Missouri Pacific, while being a 
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» 
member of the board of the Union Pacific, and making terms of consol- 
idation, which the parties all testified were more favorable to the Kan- 
sas Pacific interest than the Union Pacific people had been willing to 
grant, meets your approbation as being a justifiable use to make of the 
functions of a director. 

The Witness. I do not feel called on to answer your question in that 
form. It is an abstract question. I merely look at the practical ques- 
tion, whether under the circumstances of the case it was on the whole 
a good and an advantageous arrangement for the Union Pacific, and I 
say undoubtedly it was. 

By Commissioner Anderson : 

Q. I do not desire to insist upon an answer to the question, but I 
want to understand whether you are merely stating that the arrange- 
ment as it resulted was, as a matter of fact, an advantageous one for 
the consolidation, for the public, and for the Government f — A. That is 
what I mean to say. 

Q. Then you prefer not to pass judgment on Mr. Gould at all? — A. 
I do not feel called upon to pass any further judgment. 

Commissioner Anderson. Itis more especially with reference to the 
question whether there is a practical legal claim against him in which 
the company and the Government are interested or not, that I make the 
suggestion. 

The Witness. 1 do not care to pass on those questions. I say that 
in itself it was a settlement advantageous to the Union Pacific, and the 
result has shown it to be so. The company was extricated successfully 
from a very dangerous position, and at a cost that under the circum- 
stances was not by any means large. That is what 1 mean. Is that all 
yo wish to ask ? 

Commissioner Anderson. Yes, sir-. 

CONCERNING VALUE OF BRANCH LINES. 

The Witness. I wish to recur again, for a moment, to the question 
of our branch lines, which has played so large a figure fn the previous 
examinations. The idea has been repeatedly advanced through the 
public press, and on more than one occasion by officers of the Govern- 
ment, that the test of the profit of a branch line is to be looked for in 
the fact whether the returns of that line show that it, in itself, is a 
source of profit ; accordingly, if the returns show that a branch line is 
not paying its fixed charges it cannot be considered profitable. If they 
also show that it is not paying its operating expenses, the fair inference 
is that it is a drain on the main line and not a benefit ; a sucker and not a 
feeder ; and as such it should be cut off. I have seen this repeatedly ad- 
vanced as a proposition which did not admit of successful contradiction. 
I wish to cite one or two concrete cases bearing upon this proposition, 
and showing how a branch line might be a most valuable feeder to the 
main line even though, run at a constant loss in operating expenses ; 
even not paying those expenses. 

THE ECHO AND PARK CITY. 

• 

I will take the case of the Echo and Park City branch. The Echo 
and Park City leaves the Union Pacific at Echo, almost exactly 1,000 
miles from Omaha. The branch is 30 miles long, running up to Park 
City and the Ontario {Silver Mine, and is allowed by us a constructive 
mileage of two to one, which, you will remember. Government Director 
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Alexander thinks absurdly small, aud iu tbat 1 agree with him. Under 
these circumstances the Echo and Park City, according to the returns, 
showedyl think, last year a deficit of $30,000 in round numbers. Thanks 
to a constructive mileage of two to one, it did pay its operating expenses, 
and it had $5,000 over, but ft was short $35,000 on its fixed charges. 
It was, therefore, in default to that amount. Meanwhile the Echo and 
Park City road, having a constructive mileage haul of CO miles, gave to 
the Union Pacific its entire business, upon which the Union Pacific had 
a haul of 1,000 miles. The nearest figures that lean get show that out 
of the Echo and Park City branch the Union Pacific Company last year 
netted some $250,000 ; that is, it had the lion's share of the business 
and of the profit, bec^iuse it had a haul of 1,000 miles to GO, and, owing 
to the manner in which it received and did the business, it was making 
money on every mile of its haul. 

Commissioner Anderson. Before going to that Oregon Short Line, 
I would like to ask two or three questions about the manner in which 
this profit is made out of the Echo and Park City. 

The Witness. Certainly. 

By Commissioner Anderson : 

Q. The total business as given for 188G is $70,G64. That consists of 
passenger, freight, mail, express, and miscellaneous. Take the passen- 
ger business first, which is $12,755. Do I understand that your propo- 
sition is that the Union Pacific carried those passengers, all of them, 
1,000 miles over its main line ? — ^A. Kot at all. Many of them would 
probably go merely to Ogden, on the way to Salt Lake City. Salt Lake 
City is a local center. 

Q. And many of them might be confined to local movement on the 
road itself ?— A. Yes. 

Q. So that, as far as that item is concerned, it would not be the source 
of any special revenue ? — A. It might or it might not. It would depend 
on where the passengers went. The probability is, however, that the 
$12,000 earnings of the Park City from that source would represent 
three or four times as much on the Union Pacific. 

Q. Do I understand, as to passengers who are merely local movers 
on the branch line itself, that the constructive factor has any applica- 
tion? — A. Kone whatever. 

Q. As to the item of freight, $63,000, much of that, especially of the 
freight delivered on the line, comes, I presume, from the Omaha ter- 
minus of the road ! — A. That is bullion, probably, very largely, going 
from Park City to Omaha, the entire tnousand miles over the Union 
Pacific, and paying a high rate. 

Q. That is the chief source of revenue to the parent line of the 
freight ? — A. That is the chief source of revenue to the parent line. I 
presume that $63,000 of freight, which is credited to the Park City 
road, might be estimated to represent three times as much, or $190,000 
earned by the parent line. 

CONSTRUCTIVE MILEAaE. 

By the Chairman : 

Q. How much did you pay to the branch line under the constructive- 
mileage system t — ^A. It is all included in the $63,000. 

Q. What proportion of it was under constructive mileage and what 
prQportion local t — A. I suppose in that case at least $25,000 would 
come to it by constructive mileage. 

62 P R 
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Q, That is more tliau one-third of the eutiro amount t — A. I should 
say more nearly half. 

Q. So that, as far as freight was concerned, the branch line is helped 
out one third by the main line? — A. Undoubtedly. 

Q. Then before the income is paid to' the main line the operating 
expenses are deducted and the interest on the bonds, ^nd then if there 
was any profit it went to the owners of the stock ? — ^A. Yes. 

Q. That is, after paring down the income by the interest on the bonds 
and the operating expenses f — A, The bonds in this case are owned by 
the main line. 

THE OREGON SHORT LINE. 

Q. That the constructive-mileage system helps out ! — A. Undoubtedly. 
Without the constructive-mileage system it could not be operated. I 
will now take the Union Pacific business — freight — to the Oregon Short 
Line, in order to show how profitable that traffic is to the main line. 
The Union Pacific at present delivers to the Oregon Short Line about 
103 cars a day of freight. That represents five full trains. Much of it is 
coal, which comes from Eock Springs and goes over theOregon ShortLiue 
to local points or to Butte, Mont, the balance comes from Omaha. I will 
take the case of freight trains from Omaha to the Oregon Short Line. 
TSie trains are made up in the Omaha yard, we will say — two trains a day. 
Each train consists of 24 cars. Those cars, on an average, carry 15 tons 
apiece of paying freight. That freight pays three-quarters of a cent a ton 
per mile, or about that — it really pays more — but we will suppose three- 
quarters of a cent. Therefore, each car would earn 12 cents a mile, 
and there being 24 cars in a train, the train would earn $2.88 a mile, 
and it would go 860 miles. In other words, that train earns, between 
Council Bluffs and Granger, the sum of $2,500, all of which goes to the 
Union Pacific. The Union Pacific, before the Oregon Short Line Com 
pany built its road, had its own complete facilities, its general staff, 
general expenses, and fixed charges, none of which were increased per- 
ceptibly by the new business which goes to or comes from the Short 
Line. The cost of hauling a train on the Union Pacific is about 55 
cents a mile. Therefore it will be, in the case of a train to or from the 
Short Line, 860 times 55 cents, or, in round numbers, $450. 

Q. The cost of such a train as this ? — A. Yes ; such a train would cost 
the Union Pacific proper $450 to haul. In addition to that, I am not 
aware of any expense which the main line is put to, except the wear and 
tear of its track, which in the case of a single train is imperceptible. It is 
so small, that we are unable to approximate it in our statistics, although 
we carry them dowji to as fine a point as we can. But we will suppose 
that it amounts to $250, which is a very liberal estimate; that would 
make $700 as the total expense to which the Union Pacific was subjected 
to on account of a Short Line train which earned for the Union Pacific 
$2,500. Upon that single train, therefore, as nearly as I can ascertain 
from the best figures at my command, the Union Pacific earns net aboat 
$1,800. The branch line business is accordingly the best business that 
the Union Pacific main line does, and my impression is, although I can- 
not give exact figures 

Q. Your figures, as you are now giving them, relate to your own haul 
exclusively? — A. The Union Pacific main line haul exclusively, and 
whatever the train earned on the Oregon Short Line would be over and 
above the $2,500. 

Q. And whatever it earned on any other line that delivered it to yoa 
at Omaha, that would be over and above ! — A. Yes ; that also is over 
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and above. I take^ as a basis, the lowest freight we haul — three- 
quarters of a cent a mile. The Oregon Short Line business averages 
more than that. I merely now present this case as showing how profit- 
able to the main line this branch-line business is, and how small a pro- 
portion of the expenses incident to it is borne by the main line. The 
expense of the traffic is large^ but it falls mainly on the branch line, 
which has to do handling, distributing, and all the incidental work. The 
profit is comparatively small to the branch line. It is again the main 
line which gets the lion's share of the benefit. Yet uninformed critics 
are continually speaking of the branch' lines, which permit this traffic, 
as being "suckers and not feeders," and as burdens which a competent 
management would cut off. This has been repeatedly said of the Ore- 
gon Short Line ; yet my own belief is that the Union Pacific proper 
earned net last year on Oregon Short Line traffic between Omaha and 
Granger at least $500,000 over and above all. it advanced to the Short 
Line to meet the deficit of interest on the Short Line bonds. The critics 
who talk so freely about such branch lines being '^suckers and not 
feeders'' do not understand the first elementary principles of the sub- 
ject they are discussing. They need to go to school and learn their 
alphabet. 

NECESSITY OF FOLLOWINa ESTABLISHED RULES OF BUSINESS. 

Q. Would it not have been clearer and easier to understand if you 
had made all your apportionments on the straight-mileage basis, and 
then paid an annual subsidy, the amount of which would appear directly 
on your books, to the branch road ? — A. In the first place, that is not 
the way in which the business is done. We do it on one system of 
arithmetic or division, whether with our connections or our branches. 
In so doing it, whether better or worse, or whether well or badly, we 
have, as General Alexander very clearly stated the other day, merely 
adopted the system which the experience of all time has shown to be 
most convenient; and because it has been the most convenient, it has 
been generally adopted. In adopting another system, wo would have 
had to break through all rule, establishing a rule peculiar to ourselves, 
the working of which would not be understood by the ordinary freight 
man. In the second place, an annual subsidy would necessarily tend 
to fluctuate, according to the amount of the traffic, the rates charged, 
the expenses incurred. This is exactly what the constructive-mileage 
allowance does of itself. It was adopted into general use for that very 
reason. For the Union Pacific to discard it would surely, in my opin- 
ion, be to create confusion, and to adopt a poorer and unusual system 
in place of the usual and better one. 

"ARBITRARIES.'' 

Mr. Story. The other system is a system of '* arbitraries" or local 
rates, is it not ^ 

The Witness. The other system is a system of local charges, which 
is extremely unjust and almost impracticable. 

Commissioner Anderson. Because it does not participate in the 
good fortunes or misfortunes of the general line I 

The Witness. To recur to the question of branch lines ; the Union 
Pacific, as nearly as I can ascertain, earns from the Oregon Short Line 
on the present volume of traffic some $1,200,000 a year in round num- 
bers j of this amount my own judgment would be that $800,000 at 
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least was net ; showing what the proUt of the branch line is in this 
particular case to the main line, although the branch line on the face 
of its returns does not earn its fixed charges. Mr. Story asks me what 
the system of arbitrary local rates would be. The whole object of con- 
structive mileage is, to divide proportiouately among the several par- 
ties who participate in the rate the burden of the reduction or cut caused 
by the practical working of the competitive system. It apportions it- 
self in that way insensibly. If, of course, the branch lino, in every 
case, was allowed its full arbitrary or local rate, the main line would 
have to stand the entire cut. I^or this reason, as I say, the local rate 
principle of division is unjust and impracticable. 

Mr. Stoby. So that the present system is l^etter for the Government 
than the other. 

The Witness. The present system of constructive mileage is un- 
doubtedly better for the Government than the system of local rates. 

CONSTRUCTIVE MILEAaB BULE IN FAVOR OF UNION PACIFIC. 

As respects this matter of constructive mileage, upon which I was 
examined at length a few days since, I will state that I have sent in- 
structions to Omaha to have the subject worked up and approximate 
results reached j I have endeavored also to reach some approximate re- 
sults here from such material as we have in the of&ce. I had no great 
confidence in being able to do so, but, as nearly as we can gues*?— for 
I wish it to be understood that it is purely a guess —from such figures 
as are in our office, and the memoranda we have received from time to 
time, we are inclined to think the Union Pacifis receives from the 
lines east of it about $1,200,000 a year on account of construe five mile- 
age. It pays out, as nearly as we can approximate, to its branch and 
other lines west about $000,000 a year. The result, therefore, is, as 
near as we can now get at it, that through the general applic ation of 
the constructive mileage principle in use throughout the country, and 
which always has been in use, the Union Pacific receives aboat 
$000,000 more than it pays out, all of which, of course, is net; and in 
so far as that is received upon the Union division the Government gets 
its 25 per cent. The Government might, therefore, under the rule of 
constructive mileage, be approximately said to be better off by $100,000 
a year than if there were no such rule working. All this is as nearly 
as we can now estimate, subject to more careful revision at Omaha. 

Q, This is apart from your estimate of the advantage to the Union 
Pacific derived from the amount of the interchange traffic while on the 
parent line ? — ^A. Entirely apart from it. There is one other point upon 
which I am not prepared to give the Commissione'rs any iigures, but to 
which I want to call their attention, as it would be an interesting sub- 
ject of inquiry. Much has been said, first and last, about the fact that 
a large portion of the stock of the Union Pacific and of the Kansas 
Pacific was issued in the course of construction and in payment for con- 
struction, and is not supposed to have been paid for in cash. So much, 
indeed, has been said on this subject, that it would be supposed that 
the Union Pacific was a glaring exceptional case in that respect — a case 
of which no other example existed. There has been paid, beyond cavil, 
more than 16 per cent, in cash on the present stock of the Union Pacific, 
and I venture to express a pretty decided belief that an examination 
would show that 16 per cent, is more than has been paid in cash upon 
the stock of any other road west of the Missouri River, if not, indeed, west 
of Chicago. In other words, more cash has been paid in on the capital 
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stock of the Union Pacific, as it stands to-day, than has been paid in 
npon the stock of any other existing railroad in competition with it. 

Q. That includes the $10,000,000 subscription which was paid in in 
money f — A. Certainly. I refer to the present Union Pacific stock. 

Q. That is all that you refer to as the 16 per cent. ! — A. I say nothing 
about other s urns. I do not go into that. I say more than 16 per cent, 
has been paid in^ and I am not aware of any other stock west of the 
Mississippi of which that can be said. I would very much like to have 
that matter investigated. I think you know something of it, Mr. Ander- 
son. Take the Atchison, for example 5 there never was a dollar paid in 
upon its capital stock to my knowledge. Take the Burlington and Mis- 
souri also. If there is another roa d west of Chicago that has as much 
paid in on its stock as the Union Pacific, I would like to see evidence 
f the fact, 
o 

THE GOVER NMENT THE GREATEST BENEFICIARY FROM CONSTRUC- 

TION OF PACIFIO ROADS. 

Passing on to yet another matter, much has been said, first and last, 
about what those con nested with the Union Pacific have made out of the 
Government of the United States. We have heard a great deal about 
the subsidies received by the company in money and in land. But I now 
wish to express the belief that, however much may have been made by 
any other parties, whether connected with the original construction of 
the road or not — and of this I only know as a matter of investigation 
and hearsay — or however much has been made since by any private in- 
dividuals, no matter how or when, there is no party to the transaction, 
imblic or private, who has begun to make so large a profit out of the 
Union Pacific as the Government of the United States itself. The 
greatly maligned Union Pacific has been one of the few instances where 
the Government went into a business enterprise, and got from it all 
that it ever hoped, in any respect, to get from it, anU that several times 
over. I do not say this with the slightest intention of expressing 
regret at anything which the Gove rnment got. I am glad it got it. 
Nevertheless, so far as the Government is concerned, the entire amount 
it advanced to the Union Pacific, I insist, has been repaid to it at least 
^ve times over. 

Q. Why do you say " repaid " ? — A. Because I mean repaid. 

Q. Tell me this : If you had lent money to a railroad company in a 
region where you and your family were constantly in the habit of trav- 
eling, and that railroad was built and owed you $100,000, would you 
think it just for them to say when you presented your note that if that 
railroad had not been built you and your family would have to travel 
in stage coaches and pay high fares, and they therefore considered . 
that they had repaid you that note ? — A. We have never asked the 
Government to take any such a view. We are ready to repay it, and 
propose to repay it. 

Q. Why do you say " repaid," then ? — A. Because the Government has 
made — I will put it in that form — out of the Union Pacific every cent it 
ever advanced to it five times over and in five separate forms. 

SOLUTION OF TRANSCONTINENTAL PROBLEM. 

Q. Is it not true that wherever steamboats and factories have been 
constructed by private enterprise, it is a great benefit to the common- 
wealth t — A. Undoubtedly it is so. But in this particular case the 
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Union Pacific was an enterprise which in any other country would have 
been built by the Government as a military road, and then the question 
would have been, how much has the Government got out of that mili- 
tary road ! But in the present case the Government has got back all it 
ever advanced to the Union Pacific (and that is one of the subjects of in- 
quiry which is referred to you by Congress) in at least ^ve difiierent forms. 
In the first place, take the rates at which it has had the mails carried. In 
the second place, take the rate at which military supplies have been 
carried and the economies thereby eft'ettiCd. The Government aided 
this road in order to secure those economies, and it did secure them. 
It secured them to a far greater extent than was supposed possible 
when the road was designed. It ended for the Government the Indian 
wars. Much also has been said about the land grant. The road opened 
the whole region it traversed, so that the lands were taken up. The 
alternate sections which the Government reserved were then sold for 
twice what they would otherwise have been sold for. They sold by law at 
double price, simply because the railroad was built. Finally they went 
into the construction of the Pacific railroads as a pioneer experiment. 
It resulted in the solution of the transcontinental railroad problem. 
The moment it was found that such a road "could be built and operated 
at a profit other roads were built. We all see what the development of 
that country has since been. If any private person had been engaged 
in an enterprise of the sort in order to solve such problems, and had 
solved them as successfully, I hardly thkik such private party would 
have thought he had made a bad bargain. But I have here several 
papers which I wish to put into the record. I have caused estimates to 
be made of the amount of saving which was effected by the Pacific 
roads in the carriage of United States mails, military supplies, &c. The 
showing is a very startling one. In 1869 the Government paid $1,750,- 
000 for the carriage of 1,000 pounds of mail matter during a year, for a 
distance of 987 miles. In 1876 the comi)any's original charge was 
$574,000 for the carriage of 15,000 pounds of mail matter a distance of 
1,034 miles. That is, it carried fifteen times as much the amount car- 
ried seven years before for one-third of the money. The Government, 
however, not satisfied with this saving, assumed the power to cut down 
the allowance to $325,000, the sum actually paid for that year's service. 
The saving effected can thus be easily demonstrated. The statements 
contained in these papers are very interesting, as bearing on a portion 
of your inquiry. I put them into the case. 

STATEMENTS SHOWING AMOUNT SAVED TO GOVERNMENT THROUGH 
CONSTRUCTION OF UNION PACIFIC RAILROAD. 

The paper is marked " Exhibit ]^o. 7, June 4:th, 1887," and is as fol- 
foUows : 



MAIL SERVICE. 



In 
Cal 



Q 1864 the Department paid for service between Saint Joseph, Mo., and Placerville, 

, a distance of 1,892 miles, *' six times a week ; time, 20 days each way for 8 months,' 

and 28 days for 4 months in each year, supplying Denver and Salt Lake City 3 times 
a week each way with * Pony Express,' twice a week ; time, 10 days for 8 months and 
12 days for 4 months of each year, limited to California letters, about 600 pounds,'' 
$1,000,000 per annum, the contractor being the Overland Express Cempany. This 
contract began July 1, 1861, and continued till June 30, 1864. The Department at the 
same time were paying for mail carriage via Aspinwall, 3 times a montk, $150,000. 
The contract expiring in 18()4, a new one was made running to September 30 1868 
for the same service, or about the same, at $910,000 per annum. In 1868 for a daily 
service between " Cheyenne or that point on the Union Pacific Railroad where the 
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mails are being conveyed when this service goes into operation, to Virginia City, Nov., 
897.7 miles," Wells, Fargo Express Company were paid at the rate of $1,750,000 per 
annum, pay being redaced pro rata for every 50 miles of railroad completed. In ad- 
dition thereto the dame contractors were paid for service 6 times a week between Phil 
Sheridan, Kans., and Delaware, Colo., a distance of 200 miles, $79,000 per annum, 
and between Cheyenne Wells and Denver, a distance of 164 miles, $64,851 per annum, 
the contract for Aspinwall service continuing the same — $150,000. 

The reports of the Postmaster-Generals from 186*2 to 1868 made frequent references 
to complaints of irregularity in the service and failure in the mails owing to the dep- 
redations of the Indians, who not only interrupted the progress of the mail coaches, 
but carried -off the stock of the company at various stations, and so crippled their 
resources. During all this time the amount of mail matter was strictly limited, the 
services being confined to the through-letter mails, the'paper and document mails being 
carried by sea. 

In 1864 Postmaster-General Denuison in his report says: '^ Owin^ to Indian depre- 
dations the mail service was much interrupted during the mouths of August and Sep- 
tember last, and for a period of four or five weeks the whole mail for the Pacific States 
and Territories was necessarily sent by sea from New York." 

The insufficiency of this service was spoken of in 1865, being attributed to "high 
water, bad r^ads, and hostility of the Indians." 

In 1867 the Postmaster-General reported unusual complaint as to the inefficiency 
and irregularity of the service. The excuse for this was Indian troubles, which were 
alleged to be a mei-e pretense on the part of the contractors. Official reports from 
General Sherman proved that ^* serious trouble did exist on the plains, and that there 
was no safety for either passengers or mails except under ample military escort, which 
conld not be furnished daily." A special agent of the Post-Office Department reported 
that the difficulties were such as " precluded the possibility of any man or set of men 
making regular trips over the route unless securely guarded by an armed force of con- 
siderable magnitude." It is further stated that from papers submitted by the con- 
tractor to the inspection division it appeared that " from April 1 to August 15, 1867, 
the Indians robbed him of 350 head of stage stock, burned 12 of his stage stations, 
with large amounts of grain and hay, destroyed 3 coaches and express wagons, se- 
verely wounded several of his passengers, and'killed outright 13 of his most reliable 
employ^." 

In 1868 the overland mail contracts having expired, the Department advertised for 
proposals for two routes, to wit : ** From Cheyenne, or that point on the Union Pacific 
Railroad to which the mails might bo conveyed when this service goes into opera- 
tion, to Virginia City, Nov., 1,095 miles and back daily, the trip to be performed in 
9 days each way in summer and 12 days in winter," and " from Cheyenne to Denver, 
Colo., 10^ miles and back daily, the trip to be performed in 24 hours each way." 

The original contractor having failed to fulfill the terms of his contract, and the 
Department having encountered many difficulties, a contract was at last made with 
Wells, Fargo & Co., "to carry the mails between the termini of the Union Pacific 
and Central Pacific Railroads daily for a term of one year, or until the two railroads 
meet, at the rate of $1,750,000 per annum, subject to deduction pro rata for every sec- 
tion of 50 miles of railroad completed and reported to the Department ready to carry 
the mails." This was on the first of the above-named routes. Upon the second route, 
from Cheyenne to Denver, the same parties contracted at the rate of $9,970.50 per 
annum. 

At the time of making this contract it was supposed, that the junction would be 
made about the 31st of July. The work, however, was hurried forward so rapidly 
that the roads joined on the 10th of May, 1859, and the Postmaster-General in his re- 
port for 1869 mentions that thi8»circumstance effected a saving to the Government of 
$214,3:39.36 below the estimate. 

The contract with Wells, Fargo & Co. was for carrying not to exceed 1,000 pouncls 
of mail matter daily, between the terminal points of the Union and Central Pacific 
Railroads, at the rate of $1,750,000 per annum. On the completion of the roads in 
May, 1862, the qaantity of mail matter was increased to 6,500 pounds daily. From 
May 10, 1»^9, to December 31, 1872, three years and eight months, the amount paid 
by the Government to the railroad company for carrying more than six times the mat- 
ter, twice the distance, was $l,065,894--40 per cent, less than was contracted to be 
paid for a single year, for less than one-sixth of the amount and less than half the 
distance. 

The saving in cost to the Government on mail transportation may be fairly esti- 
mated from a comparison between 1869 and 1876, a point nearly as may be half-way 
between the opening of the road and the present time. . 

In 1869 the Government paid $1,750,000 for carriage of 1,000 pounds of mail a dis- 
tance of 897 miles. 

In 1876 the company's original charge was $574,139 for carriage of 15,000 pounds.of 
mail matter a distance of 1,034 miles. The Government, not satisfied with this saving. 
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by wliioh it was paying one-third as mnoh for carry ing 15,000 poahds a distance of 
1,034 miles, as seven years before it was paying for carrying one-fifteenth as much 
matter a distance of 897 miles, assumed the po wer to cut down the allowance to 
$32S143, which was the sum paid for that years service. 

The increase in distance carried and in weight of matter being taken into account, it 
will be seen that upon any fair estimate the (Government was saving in mail trans- 
portation alone a sum equal to the entire interest of the subsidy loan. 

INDIAN WARS. 

There are no data for the cost of carrying on the constantly recurring wars along 
the line of the road prior to its opening in 1839. The reports of the Post-Office De- 
partment, above alluded to, furnish some idea of the difficulties attending any mode 
of transcontinental commnnicatlon, occasioned by the Indian depredations. So late 
as 1869 it was necessary to furnish military escort for the overland mall coaches, and 
the reports show that the stations were subject to constant attack from roving tribes 
of Indians so that garrisons were necessary at every station, and «ven then no suffi- 
cient security was offered for passengers or freight. 

It is impossible to obtain from the War Departmeht any statistics to the cost of 
these wars, sathat they can only be made a matter of estimate. 

In estimating the amount of money actually saved to the Gk>vemment by the build- 
ing of the roads, it is necessary to take into consideration the factthat the constantly 
increasing demand for greater security and more rapid service in transcontinental 
communication necessitated the employment of troops in larger numbers each year. 

The cost of maintaining these at frontier posts and of the transportation of provis- 
ions, ammunition, and Army supplies would have been a constantly increasing burden 
upon the Government. 

The cost of maintaining these garrisons cannot be given in exact figures, but most 
be estimated. A fair criterion is furnished in the figures taken from the War Depart- 
ment as to the cost of transportation of men and provisions and munitions of war 
prior to the building of the roads. A transcript from the books of the Quartermaster- 
Generars Department shows that the cost of transportation of military supplies from 
Fort Leavenwoi*th, Kans., to Fort Union, New Mex., which may be t>aken as a fair il- 
lustration, the entire distance being 750 miles, was for 100 pounds $10.95 in 1860; 
$15.22 in 1864, and $11.02^ in 1869. 

A statement showing the rates paid for the transportation of United States soldiers 
by stage, between points west of the Missouri Kiver at various times between 1860 
and 1867 gives a rate per mile varying from 8 cents to 45 cents, the rate in a majority 
of the cases given being over 20 cents per mile. An estimate found on page 182 of 
this company's report of 1884 shows the cost of transportation for supplies for 3,000 
men in Utah, in 1857, to have been more than $4,000,000, while the cost to the Govern- 
ment for moving all Army supplies for more men a greater distance, by the Union Pa- 
cific Railroad, for 1883, was (342,953, less than one-tenth the amount annually paid in 
1857 and 1858. 

The average cost to the Government for five years previous to March, 1862, for 
transporting mails, troops, and munitions of war between the Atlantic and Pacific 
coasts and intermediate points, was reported by the Secretary of War that year to be 
$7,309,341 annually, the time for the transmission of the mails between New York and 
San Francisco being on an average of 40 days. For the year 1886, as the report 
shows, the Government paid for the carriage of its freight, mail and passengers over 
4,548 miles of the Union Pacific system $1,093,901.16. 

LAND GRANTS. 

It is cnstomai^ to speak of the land grant to the Pacific railroads as a magnificent 
gift of an imperial domain to this company. The truth is, that it was never in any 
sense a ^ift, but, independently of the building of the railroad, was purely a.business 
transaction between the Government and the corporations which undertook to give 
value to an immense tract of lands without any value whatever, the consideration 
being one-half the lands so made valuable. 

It can be shown even if the lands along the line of the road retained by the Gov- 
ernment were ever worth or could ever have been sold at $1.25 an acre — ^the Gk>vem- 
ment price — ^that the increase in their value of 100 per cent. — the Government price for 
lands within the railroad grant being raised to $2.50 an acre immediately upon the 
completion of the road—- has, of itself netted the G ovemment a sufficient sum to 
almost pay the subsidy debt. • In order, however, to appreciate folly thoprofitsof the 
transaction by which the Government brought its lands into market and gave value 
to barren wastes that ^ad none before, the disposals of public lands for cash, and 
under the homestead and timber-culture laws from 1869 to 188 5, sjionld be taken into 
account in this connection, particularly in tho State:? and Territories made accessiide 
by the building of tho road. 
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The number of acres disposed of by the Government in Arizona in 1871 (no sale bav- 
ins been made in 1BB9 and 1870) was 160 acres. From 1871 to 1885 there was a grad- 
ual increase, nntil the latter year they amounted to 144,393 acres. Dnriug this time 
Government disposed of 485,7*^1 acres. 

In Colorado 19,919 acres were disposed of in 1869. They increased to 552,599 acres 
in 1885. During this time Government sold 3,494,081 acres. 

The Government sales of land in Dakota in 1869 were 95,809 acres. They increased 
gradually in 1883, when they amounted to 6,689,595 acres. In 1885 there was a fall- 
ing off, the sales amounting to 3,744,136 acres. For the 17 years between the open- 
ing of the road and 1885, Government sold in Dakota 30,706,438 acres. 

In Idaho, Government land sales in 1869 were 14,658 acres, which increased to 
284,903 acres in 1885. Total sales for the 17 years, 1,573,731 acres. 

In Kansas, sales were 26:^,191 in 1869. In 1885 they were 2,832,401. Total sales in 
the 17 years following the opening of the roads were 20,073,637 acres. 

In Montana, Government sold in 1869, 16,932 acres. These sales ran up to 418,302 
in 1884 and 318,601 in 1885. In the 17 years Government sold 1,726,656 acres of land. 

The Government sales of land in Nebraska in 1869 were 566,304 acres. In 1885 
they were 3,515,705 acres In tlje 17 years Government disposed of 18,^,319 acres. 

Nevada began with 4,041 acres in 1869, running up to 96,467 iu 1878, from that point 
falling to 3,637 in 1885. During these 17 years Crovemment sold 348,054 acres of lands 
which without the railroads would have been valueless. 

In Oregon, in 1869 Government sold 101,735 acres. In 1885 its sales were 407,859 
acres. In the 17 years sales amounted to 3,464,551 acres. 

Government sales of land in Utah in 1869 were 148,402 acres. In 1885 they were 
167,730 acres. During the 17 years since the railroad opened the Territory of Utah 
to immigration the GDvernment has disposed of 1,575,368 acres of its lands in that 
Territory. 

In Washington Territory the Government sales were 167,802 acres. In 1884 they 
were 915,128 acres, falling from that to 480,181 acres in 1885. The Government land 
sales in Washington Territory during these 17 years were 4,936,914 acres. 

The first Government land sales in Wyoming were 953 acres in 1871. In 1885 the 
Government sales were 552,807 acres. In these 15 years the (Government soldi,578,805 
acres of land which would have had no value except for the building of the road. 

In these States and Territories most of which are traversed by the railroads, and 
all of which are affected by it in a greater or less degree in the matter of valuation of 
lands, the Governmet has sold in 17 years .88,210,265 acres. 

Figures are not at hand from whjch to give the amount of gross revenue accruing 
to the Government from these sales, nor is it possible to separate the sales of lands 
within the railroad grant from other Government lands, tne former of which were 
increased in value 100 per cent, by the building of the road. None of the lauds were 
sold for less than (1.25 an acre, and the lands within the railroad grant were sold for 
t2.50 an acre. 

In estimating the profit to the Government from its land transactions with the Pa- 
cific railroads, it should not be limited to the increase in the value of the lands within 
the railroad grant. This in itself was an immensely profitable transaction. It not 
only doubled the asking price, but it brought them into market and made them imme- 
diately salable. But there should be included in the profit of the transaction the 
gain to the Government from the vast amount of lands outside the railroad grant and 
within the territory traversed by the road which it made accessible to immigration 
and brought at once into the market. « 

TRANSCONTINKNTAt SERVICE. 

In 1857 the cost of transporting supplies, as appears from o^cial documents in the 
War Department, varied nrom 26 cents to 71 cents per ton per mile. Taking an aver- 
age of 45 cents per ton per mile, it may be interesting to compute what would have 
been the cost of moving the freight that passed over the lines of the Union Pacific 
system during the year 1886. By reference to the last annual report of the company 
it will be seen that the number of tons moved 1 mile was 1,269,.500,133. The rate per 
ton per mile was .01.59 cents. The gross receipts for the carriage of this matter were 
$18,588,744. If it were supposable that this vast amount of freight could be carried 
under the same conditions and at the same rate as in 1857, the cost of carriage would 
reach the almost incredible sum of over $500,000,000. 

BUSINESS OBJECT OF GOVERNMENT IN DONATING LANDS. 

The Witness. I have already referred to the qaestion of the land 
grant. 

Q. In what respect ? — A. The familiar aspect. The Government did, 
in connection with the Union Pacific and other land-grant roads, exactly 
what every private party is doing constantly. Within tliei lo&t^k^ 
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months I have done it myself. I, with others, owned a tract of land 
of, I think, aboat 100 acres in immediate proximity to one of our West- 
em cities. A sufoarban railroad company came to us and proposed to 
extend their railroad through oar tract of land, and asked us what we 
would give them. Weliad no trouble in reaching an agreement. We 
said we would give them what they asked for — 40 acres of land — as a 
subsidy if they would build their road through our land, just as the 
Government gave alternate sections to the Union Pacific. The land, 
also, was divided in much the same way, pie ces here and pieces there. 
We deeded the land to the railroad company ; the company built its road 
through it, and the land we gave is now supposed to be worth $160,- 
000. That was precisely the arrangement which the Government made 
with the Pacific roads. It said, "If you will build a railioad through 
this uninhabited and desert land, in which buf&loes and Indians range, 
and will develop the property, we will give you the alternate sections 
along your road.'^ We did build the road, and those alternate sections 
of land, which before probably would not have commanded a market 
value of 6 cents an acre, now range anywhere from $2.50 to $50 an acre. 
The Government got its advantages just as we did in the case I have 
mentioued, from the inducement we held out to this company to build 
its railroad through our farm. Did the Gover nment get no advantage 
from this transaction ? As for the advantage the Gove rnment derived 
from the successful solving of the transcontinental railroad question, it 
does not admit of computation. That one item alone, the facility with 
which men and munitions are moved about and brought to a given spot, 
has enabled the Government to fight out the last Ind iau war the country 
will probably ever see. The saving in this respect is something which 
does not admit of computation. 

By the Ohaibivlajn : ^ 

Q. Is that not due more to the scarcity of the Indians f — A. The In- 
dians would not have been scarce if the railroads had not affected their 
food supply. The Government thus went into a business scheme for a 
given purpose, and for once it got everything it went in for, far more 
than it hoped to get, and at an extraordinarily moderate cost. 

Mr. Story. The statistics show the Indians are increasing. 

The Witness. These are semi-civilized Indians. I am not aware that 
T have anything further to say on that point. The Union P acific, 1 want 
it to bo understood, does not object in the slightest degree to repaying 
the Government every dollar, principal and interest, which the com- 
pany has received from it. We do object to the commonly received 
idea that the company owning it is the only beneficiaries through the 
construction of the Union Pacific road. On the contrary, we maintain 
that when the Government subsidized that road the Government did 
what any private party, under similar circunlstances, would have after- 
wards considered the monumentally successful business operation of his 
life. That private persons made money out of the Union Pacific Rail- 
road we do not seek to deny. We do insist that if the account was 
struck in any court of equity to-day, and all proper allowances made, it 
would be found that the Government of the United States had made 
five or ten or twenty dollars out of the Union Pacific to every one dollar 
that the owners of the property ever derived from it. 

Commissioner Anderson. I am very happy to say that I do not 
think that question is referred to us to take and state. 

The Witness. It would be an account that I should like to see taken 
and a balance struck. 

Commissioner Anderson. You will never see it in this world. 
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GOVERNMENT NEVER EXPECTED TO GET BACK A DOLLAR. 

The Witness. If I could see it I should be very glad on the part of 
the company to agree in advance to abide by it. I repeat that, as a 
mere business operation, there have been few things on record so suc- 
cessful where private parties were concerned, and I doubt if there is 
any precedent for a thing so successful twhere a government was con- 
cerned. People are apt to forget the past. They look upon things in 
the light of the present ; and in the case of the Union Pacific they are 
disposed to insist that the private parties concerned in the construction 
of the road saw perfectly clearly what the course of future events was 
to be, and, seeing it clearly, succeeded somehow in swindling a confid- * 
ing Government. Meanwhile, what did this ^' confiding '' Government 
itself get out of the enterprise? It went into what was at the time re- 
garded as one of the maddest material ventures ever suggested. It 
went into it as a political necessity, during a period of war. The 
chances were large that, after the road was constructed, it would have 
to be operated by the United States Government as a military and po- 
litical necessity. The Government never expected to get back one dol- 
lar it advanced to aid the construction of the Pacific roads. That is 
simply a matter of record. It runs through all the debates of Congress 
preliminary to the passage of the charters. Meanwhile, what was the 
result? Instead of losing its entire advances and finding a military 
road on its hands to be operated at the public expense, it in the first 
place saved for the national Treasury several times the entire cost of the 
road through reduced rates in carrying its mails. Second, it saved sev- 
eral times the entire cost of the road through the economy with which it 
transported it,s material and general supplies. Third, through the ra- 
pidity with which it was able to move troops and munitions it put an 
end to a most costly and unending series of savage wars. Fourth, it 
filled up a desert country with a producing and tax-paying population. 
Fifth, it solved the problem of transcontinental transportation, render- 
ing it possible to develop a mineral region of unsurpassed richness 
among mountains before considered inaccessible. I hold, therefore, I 
am clearly justified in saying that from a merely business point of view 
this transaction was a monumentally successful one. It would have 
been monumentally successful, and so considered universally, had pri- 
vate parties alone been concerned in it ; and it does not cease to be such 
because the Government was concerned in it. I confidently submit, there- 
fore, that there is no good reason for the Government of the United 
States to turn upon the company in this matter and insist upon it that 
the transaction has been one of fraud from which the Government has 
sustained nothing but loss. The Government, I say again, made at 
least five dollars in this enterprise to every single dollar that was either 
honestly or fraudulently made in it by private parties, from the year 
1863 to this day. 

THE GOVERNMENT ONLY IS THREATENING ITS SECURITY. 

We now come naturally to the question of repayment to the Govern- 
ment of the amounts which the company owes it. On this point I wish 
to say, as the result of my experience as president of the company, I 
agree with Government Director McVeagh. The Government directors 
had occasion to write certain letters in February last bearing upon some 
legislation then proposed in Congress, and Mr. McVeagh, one of the 
directors, and one of them who had given great attention to the affairs 
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of the company, in closing bis letter, which is printed on page 161 of 
our last annual report, uses this striking expression, which I think per- 
fectly true : " Nobody at present threatens the security of the Gov- 
ernment debt but the Government.'' I think it would be hard to ox- 
press the present situation more tersely. 

ANNOYANCE AND TROUBLE RESULTING FROM CONNECTION WITH GK)V- 

ERNMENT. 

As a matter of record I want to say, as a result of three years of inces- 
■sant struggling with this question, that, during those three years, I have 
had, I think, the full share of trouble and difficulty which falls to the lot of 
the average railroad presidents ; but, taking all the trouble and vexa- 
tion and causes of anxiety I have had connected with the financial 
management of the road, connected with its operation, and connected 
with labor troubles — taking atf 1 these and putting them together, they 
have not begun, as a combined mass, to give me the annoyance and 
trouble and anxiety which the relations of the company with, the Govern- 
ment have given to me. 1 would rather take them all twice over than have 
to deal with the United States complications of the company. This is 
ray deliberate judgment. 

UNFAVORABLE ACTION OP THE THUBMAN ACT. 

Further, I have to say it is my deliberate judgment that if the Union 
Pacific, at the time of the maturity of its debt to the Government iji 
the year 1897, is unable to pay that debt, and finds itself at issue with 
the Government in regard to it, it will be through the action of the 
Government and through the working of the Thurman act, so called. 
The result of the Thurman act has been to hold the Union Pacific re- 
sponsible pecuniarily for a financial policy against which it protested, 
in which it does not believe, and which is working to nothing but dis- 
aster. There is an erroneous impression in the public mind, because 
the Union Pacific was paying dividends prior to the year 1884, that be- 
fore the passage of the Thurman act the company was making no pro- 
vision whatever for paying the Government debt when due ; in fact, 
that it was squandering its assets, dividing them among the stock- 
holders. That is the common form of expression. This is in no re- 
spect true. The Union Pacific, up to the year 1884, was systematically 
making the very best and safest provision which could have been made 
to pay the Government, having long before established its own sinking 
fund to that end, although it was called by another name } and if the 
company had been allowed to go on in the course it was pursuing, I 
have no question in my mind as to what the result would have been. 
The Government saw fit to interfere. Instead of occupying the posi- 
tion of the ordinary creditor, and saying to its debtor, " We have a 
lien on your property ; go ahead and manage your business in your 
own way 5 but if, when the day comes, you cannot pay us, we propose 
to show you no mercy; we propose to exact from you all that you owe 
us, principal and interest," the company would then have had 110 right 
whatever to complain. Such a course would have been business like 
and justifiable ; and though, perhaps, under all the circumstances of the 
case, and in view of the benefit the Government had derived from the 
road^ it would have been harsh, yet it would have been legal^ and ac- 
cording to the bond. Instead of pursuing this course the Government, 
by the strong hand, took from us the money which we were putting 
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into oar railroad developmeut, aud which was there accumulating at 
the rate of 10 or 12 or 15 per cent, a year, and locked it up in the Thur- 
man act sinking fund. The originator of that fund is on record as say- 
ing he expected it to accumulate at the rate of 6 per cent, a year, and 
based his calculations thereon, and in reality it is a fund accumulating 
at the rate of 2 per cent, a year. 

RETENTION OF MONEYS DUE FROM GOVERNMENT UNFAVORABLE TO 

COMPANY. 

By Commissioner Anderson : 

Q. On that point, is it not substantially true that, with ^the exception 
of sums not exceeding $2,000,000, air that the Government has taken 
from you has been in the form of retention of moneys due you for trans- 
portation service and mail service I — A. Undoubtedly it is true. Mean- 
while, if they had paid that money over to us, according to the original 
contract, and let us turn it into our business, we would now have been 
considerably better off. If I had, to-day, at my disposal ^the amount 
locked up in the Thurman act sinking fund, and producing interest at 
2 per cent, a year, I have no question in my own mind it could be so in- 
vested that by the time of the maturity of the debt, ten years hence, it 
would be worth to the company $20,000,000. But it is locked up at 
2 per cent, per annum, and it does not grow. It* is hid away in a nap- 
kin. Such is the course the Government has taken. It has held us to 
a strict liability, informing us that we shall pay every dollar we owe at 
the time of the maturity of the debt. But it will not allow us in the 
meanwhile to do business in our own way and as all others do it. It 
forces us to do business in a way in which we have no confidence, and 
in which no human being has confidence, and then holds us to a strict 
liability. I submit that is not business ; it is not justice ; it is not com- 
mon sense. I make no objection to having the Union Pacific held to 
the strictest responsibility if only it is allowed freedom of action until 
its debt matures. 

By the Chairman : 

Q. Then your trouble is more due to the course of the Government 
than to the construction of competing lines?— A. Undoubtedly, for 
the construction of competing lines is bow going on because we cannot 
defend ourselves. Our means of defense are taken from us. As I have 
explained once before, iif remarks made to a Congressional committee, 
we stand in the position of a tradesman whose creditor holds his 
arms while his competitor robs his till. Such is our position to-day; 
and we have to bear it with what philosophy we may. The Gov- 
ernment says we shall not borrow; we shall not lease; we shall ^not 
guarantee except within very narrow limits. Our competitors can bor- 
row, lease, and guarantee ; and they are doing it every day, notoriously. 
Of course they do it, and we ought to be able to do it. The Govern- 
ment says, " You earn money, and you might put that into your busi- 
ness ; very well, we will take that also away from you and put it into 
a sinking fund to accummulate at 2 per cent, per annum.'^ That is our 
last resource, and the Government takes that away from us, all for our 
supposed benefit. 

Q. If the Government acquiesced in a request to pay to the company 
the amount held by the sinking fund, would the Union Pacific be able 
to hold its own as against five competing lines that were built since the 
opening of the Union Pacific?— A. Yes; if I had that $7,000,000 which 
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is to-day in the siukiDg fund I verily believe I could in one year trans- 
form the whole future of the Union Pacific and lift it out of the mire. 

PROPOSED BRANCH LINES. 

Commissioner Anderson. Tell us what lines you would construct! 

The Witness. I should at once proceed to develop the country be- 
yond Clieyenne, beyond our 500-mile post 5 also Idaho and Western 
Colorado and Wyoming — the region from which we have a 500-mile 
haul on the business — the lines, in short, that General Alexander re- 
ferred to the other day, and which have been examined by the Gov- 
ernment directors and their construction heartily approved by them. 

By Commissioner Anderson : 

Q. The line that was constructed in 1881, at the time of its construc- 
tion met the approval of all parties engaged in it, did it not, or was 
sui)posed to be a very valuable line ? 

The Witness. Which line was that ? 

Commissioner Anderson. The Denver and South Park. — A. We 
never constructed that. That was a line constructed by Governor 
Evans during the great Colorado raining " boom " ; it was earning enor- 
mously, and then Governor Evans sold it out. He had two bidders for 
it — one, General Palmer ; the other, Mr. Gould, representing the Union 
Pacific. Unfortunately for the Union Pacificj Mr. Gould succeeded in 
getting the road. Immediately after that. General Palmer, who repre- 
sented the Denver and Eio Grande, offered the Union Pacific $250,000 
for its bargain. And most unfortunately the Union Pacific declined to 
take the money. 

Q. Are you quite sure you are correct in your statement as to the 
manner in which the road was constructed, and that the original con- 
struction contract was not made something like the year before the 
Union Pacific acquired any interest, and that Mr. Gould was not sub- 
stantially the holder of a large interest in that contract, and did not 
acquire his stock for his own account long before he sold it to the 
Union Pacific? — A. I have never heard that alleged. 

Commissioner Anderson. We have heard the statement of Mr. 
Palmer's bid, at three different sums ; one gentleman put it at $50,000. 

The Witness. That was a mistake on my i)art. 

Commissioner Anderson. You have just put it at $250,000, and 
Mr. Gould, I think, or some other gentleman, put it at $500,000. 

The Witness. I only know it by hearsay. My informant is Mr. F. 
L. Ames, who was a director at that time. 

Commissioner Anderson. It was Mr. Ames who put it at $500,000. 

The Witness. Mr. Ames is my informant, and he knows. I do not. 

bommissioner Anderson. May it not have been simply a bluff! 
The money never was produced. 

The Witness. General Palmer had a surprising way of producing 
money when it was necessary. I had a talk with Palmer about that 
at the time. I had then no connection whatever with the Union Pa- 
cific, but I passed a day with him at his house in Colorado, and he 
told me himself what he had done and what he proposed to do, which 
entirely agreed with the statement I have just made. 

Commissioner Anderson. The object of my question was only to il- 
lustrate the point, that if you had this $6,000,000, and should build the 
branches you refer to, while they hold out the same expectations today 
that you say this Denver and South Park did in 1881, there might be 
the same result. 

The Witness. That is possible. Meoa^Mla, if that is the case, why 
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are all our competitors buildiug so eagerly into that territory f The 
Northern Pacific is borrowing money to do so, on almost any terms. The 
Northwestern is heading directly for Ogdbn, and is within striking dis- 
tance of it. 

Q. In Wyoming"?— A. In Wyoming, beyond Fort Fetterman. The 
Bock Island, the Saint Panl, the Burlington and Misspnri, the Missouri 
Pacific, and the Atchison are all building eagerly into the territory 
which ought to be contributary to our line; and is it likely, I would ask, 
that they are all crazy, and erroneous in their calculations ? They 
know perfectly well the disadvantage at which they have us. They 
understand the situation. The Denver and South Park is entirely ex- 
ceptional in our branch-line organization, but the region which the Union 
Pacific ought to develop now, and which they would develop if they had 
the ready means, is the region west of Sherman, beyond the mountain 
divide. 

Qi Suppose you could get your grant from the Government, of 
$6,000,000, do I understand you to suggest the continued partnership 
with the Ghovernraent ? — A. 'No 5 exactly the other way. I expressed my 
views on that subject in a letter to the Secretary of the Interior, which 
I should be glad to put in evidence. The Commissioners have read it, 
so that it is not necessary to read it. It was written more than fifteen 
months ago ; I would by no moans suggest a continuance of the part- 
nership. • I would have the Government assume towards the Union 
Pacific the ordinary business relations of a creditor and debtor. Let it 
say to the companj^, "Go on and manage your affairs in your own way ; 
if your money is not ready when pay day comes, look out!'' We have 
a stake in this property at the market values of to-day. It represents 
nearly forty millions of dollars, all of which we must lose if we fail to pay. 
I cannot protect the stockholders of the Union Pacific without protect- 
ing the United States Government. If the stockholders of the Union 
Pacific save anything through the efforts of the present board of direct- 
ors, the Government has to have everything paid to it. All wo ask is 
to be allowed to go ahead, under the penalty of sixty millions of dollars 
at present market values, and see what we can do to save ourselves. 

Q. Will not the stockholders take the place of the Government by 
l)aying the Government"? — A. That is a question which I shall be pre- 
pared to take up with you gentlemen whenever you say you are pre- 
l)ared to come to it. Mr. Gould, the other day, proposed to pay to the 
Government twenty-seven millions of dollars, cash. On behalf of the 
Union Pacific, I will say here and now, that I will do better than that, 
if you gentlemen are authorized to deal for the Government, which, of 
course, you are not. 

Commissioner Anderson. We are not. 

$36,000,000 TO BE EELEASBD BY aOVEENMENl'. 

The Witness. I would agree to pay thirty-five millions of dollars 
down on the Treasury table to have a release from the Government in 
full, and that, too, in a very short time. I will put in evidence this let- 
ter to the Secretary of the Interior, in which I have stated at length, 
as you gentlemen know, the policy which I think the Government 
should pursue towards the company. 

The paper is marked " Exhibit No. 8, June 4,1887," and is as follows: 

Boston, Mass., March 4, 1886. 
Hod. L. Q. C. Lamar, 

Secretary of the Interior , WashingtoUf D. C. : 

Dear Sir: When I saw yoa ia Washiagton, on the 26th ultimo, I ventured in the 
course of conversation to say tlw-t^ i^ my opiuion, it vioxvV^ \i^\i^\XK^lQ^SkiaXi.\c^s^ 
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States to lose every dollar it had loaned to the Pacific railroads, rather tpSian, by coa 
tinning and enlarging its present connection with them, to introduce the worst ele- 
ments of Wall street stock-jobbing into the innermost circles of Congress and the 
Executive Departments. 

Yon suggested to me that I should snbmit my views on this subject to yon in 
writing. Acting on that suggestion, I snbmit those views as follows : 

As yon are well aware, when once a Gk>vemment bureau is establielied, its tendency 
is to perpetuate itself and continnally increase its range of activity. The railroad 
bnreau of the Interior Department was established some eight years ago in connec- 
tion with the Pacific railroads, and as an outcome of the so-called Thurman act. The 
Thnrman act, therefore, brought the Qovernment into relations which had not before 
existed with companies, the securities of which are freely bought and sold on the 
stock exchange. Measures of legislation, either proposed or enacted, might sensi- 
bly affect the market price of those securities ; and information to bo found in the 
railroad bureau not impossibly would have large market value. I beg to point 
out that from these premises the inevitable consequences at once followed. The 
stock exchange is composed of men very acute, very unscrupolons, and controlling 
vast resources. A fluctuation of one-half of one per cent in the value of the stock of 
the Union Pacific alone represents over $300,000 in money. Within the last two years 
I have seen the stock of that company worked up and down by means of the manip- 
ulated action of Congress through a range of at least 15 per cent. I have known in- 
formation obtained directly from the Railroad Commissioner's office which has af- 
fected its market price 4 or 5 per cent, within twenty-four hohrs. These fluctuations, 
as you will see, represent a change in value rising high among the millions. I sub- 
mit it is futile to hope that, where manipulation, or the corrupt purchase of informa- 
tion, may thus affect the value of a stock, such manipulation will not be brought 
about or such information purchased. The men engaged in this work are adroit. The 
most honest, well-intentioned, and even the more discreet members of Congress or offi- 
cers of Departments, are used i n a way in which they do not suspect. Infl nonces which 
the^ feel, out cannot see. are brought to bear upon them. A direction is given to 
their investigations, and even to their thoughts. All this has been done, and will 
continue to be done, to bring about, not the result the agents in question suppose 
they are bringing about, but some other results which they do not expect, but which 
are seen in the stock quotations. I have no hesitation in saying, and with perfect 
confidence in my facts, that this has been especially the case within the last four 
months. The market has been influenced through the action of the Interior Depart- 
ment inspired from Wall street, but without the slightest idea on the part of tnose 
concerned from whence the inspiration came. They have been as tools moved by un- 
seen hands. Moreover, this fact has been notorious among those with the best means 
of information. 

I submit also that where information in the possession of the various Departments is 
of large value no effort to keep it from the public will long avail. The price to be 
paid for it is of no consequence. Where the information is worth millions, it is idle 
to suppose that clerks living upon a, small salary, often in debt, subject to pecuniary 
pressure, can long resist the temptation brought to bear upon them. As I said before, 
Wall street men are adroit. They know just how to accomplish the ends they have 
in view, and where information is needed, they know just how to obtain that inform- 
ation. They always have obtained it; they do now obtain it; they always will 
obtain it. I have myself had erroneous statements accidentally made by me in the 
Railroad Commissioner's office given to the press and published before I had an 
opportunity, by the use of the tiolegraph, to correct my own error. Two hours in that 
case sufficed; and the iuformation, though wrong, was worth many thousands of 
dollars. 

I wish now to submit that this whole thing is unnecessary. The Thurman act 
brought the Government into a position it never should have been brought into. It 
made the Government a partner in the profits of railroad companies. Instead of 
being a creditor, as the original acts contemplated, occupying simply the position of 
one calling for the payment of a debt, that act set aside for the benefit of the Govern- 
ment a portion of the earnings of the company, thus giving the Government an 
interest in the way in which the business of the company was conducted. This was 
a grave error. It was a deviation from correct principles ; and like all deviations 
from correct principles it brought its own penalty. The Government was drawn into 
the position which a partnership implied, with no single satisfactory result. 

The remedy, I submit, is obvious. The mistake should be rectified. The business 
connection between the Government and the companies should be severed. The 
Government should again take its former, original, and correct position, that of a 
creditor, to whom money is due from the company, and who, until such money is paid, 
or default made in its payment, holds the ordinary position of a creditor. 

The Pacific railroads owe the Government large sums of money. They also owe 
private parties large sums of money. The Goyornment has a lien upon certain x)rop-. 



CHARLES FRANCIS ADAMS. 993 

erties of the company for the repayment of the money due it. So have the private 
parties. The positions are identical. The proper coarse, therefore, for the Govern- 
ment to pursue is the familiar business course pursued between debtor and creditor. 
If by contract, or by force of law chanp^ing the original contract* the companies are 
to make certain specified payments to the Government, so long as those payments are 
regularly made the Government should leave the companies to conduct their business 
in their own way. When default is made in those payments, the Government ahould 
resort to its remedy, just as any other creditor would resort to his remedy. 

So long as this simple, ordinary, every day principle is strictly observed, I am 
unable to see why the Government stands any more in need of a railroad bureau, or 
of supervising the accounts of the railroad companies, than the private creditor does. 
The Union Pacific has many issues of its securities upon the market. In the original 
instruments, whether mortgage or otherwise, creating those securities, provision is 
made as to the course to be pursued in case of default. Until default, the private 
parties to whom we owe these sums of money do not audit our accounts, do not inter- 
fere with our business, do not in any way concern themselves in what we are doing. 
They simply wait for a default to take place, and then, in the method indicated in 
their bond, they proceed to secure themselves against loss. This is business. The 
same course should bo pursued by the Government. Instead of calling for a percent- 
age of our earnings, as now^ the ascertainment of which percentage will be an end- 
less source of vexatious litigation, affording stock-jobbers the best possible oppor- 
tunity for manipulation — instead of this, the Government should establish a system 
of fixed, specified payments, to be made by the companies to it. The security fbr 
these payments should be stipulated. Then, so long as the companies complied 
with the conditions and made their regular payments, the Government should leave 
them absolutely alone, just as their private creditors leave them alone. When 
default was made, the Government should pursue the course indicated in the law or 
in the bond, just as private creditors pursue it under similar conditions. 

The correct course, therefore, to be pursued by the Government is to my mind plain. 
Falling back upon well-defined principles of both law and business regulating the 
relations of creditor and debtor, it should assume towards the Pacific railroads the 
attitude of a creditor. The companies should be held to a strict responsibility in 
case of default. Were this course adopted, the entire x^resent railroad bureau of the 
Interior Department would be unnecessary ; just as nnnecessary as a similar bureau 
is found to be in the numberless similar contracts between railroad companies and 
individuals. The whole thing could be swept away. Nothing would be affected by 
any action of Congress. There would be no inducement for corruption, because it 
would be out of the power of any one either to suggest legislation or to sell informa- 
tion. We would, by the familiar business road, get back to correct principles, and 
the existing difficulty would disappear. 

I also ^eg leave to suggest that this is true democratic doctrine. We need less 
government, not more. Whatever can be lopped off it is highly desirable should be 
lopped off. Wherever ordinary business principles can be made to do any needed 
work they should be looked to to.do it. New and untried experiments should not be 
put in force. The Thurman act was a new and untried experiment. It resulted in 
failure. Finally, I would confidently urge that the Democratic Secretary of the In- 
terior who, falling back on cardinal principles, should divorce the Government from 
all business connected with the Pacific railroads, would not only, following the line of 
correct business and political action, relieve an overburdened Department of an un- 
ucceesary excrescence, but he would cut out from the body politic a dangerous and 
growing spot of political gangrene. 

I remain, most respectfully, yours, 

CHAS. F. ADAMS, Jr., 

President 

WILLING TO BE ACCOUNTABLE FOB DEBTS. 

*The Witness. We do not object to being held accountable for our 
debts. On the contrary, we agree it is right and fair and accord- 
ing to the contract. What we object to is being held responsible for 
our debt and yet not being allowed to manage our business as we and 
every one else know it ought to be managed until the debt becomes 
due 5 so that when it becomes due we may have the money with which 
to pay. We cannot possibly have the money to pay the debt unless we 
can do business until the debt becomes due, on business principles, and 
as our competitors do business. But if you, the creditor, say to us that 
we shall not do business during that time, we reply at once, " Then we 

63 p B 
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cannot pay our clebf But who, then, is responsible for our failure? 
The Government has ^\xt us in such a position that we carry on busi- 
ness at a great. disadvantage in every respect; first, because we can- 
not contract, negotiate, borrow, lease, guarantee, and consolidate, as 
every other company does ; and, secondly, because whatever money 
we make by our business is taken from us and locked up at 2 per cent, 
interest. 

By the Chairman : 

Q. Have you any other suggestion to make I — A.. None that I know 
of. 

MARKET VALUE OF THE SECURITIES. 

Q. Can you give us an approximate idea of the market value of your 
securities? They are placed in your reports at about $73,000,000. — A. 
I cannot give you an approximate value, because there are no market 
quotations, but if the Union Pacific were free to negotiate for its branch 
system of 3,000 miles, I should be surprised if it could not get for it 
very near the faoe value of $23,000 a mile from the companies which 
would be in competition for them. The main stem of the Union Pacific 
would not be worth much after the branches were gone ; but I think the 
Chicago and Northwestern, the Burliugton and Missouri, the Kock 
Island, and other companies would be eager competitors for them. The 
only way you could ascertain what you could sell tlte branches for would 
be by dickering. I can say this as an illustration of what the branch 
system is worth : If we have one poor property in the system, it is the 
Denver and South Park, which has not failed to earn its interest, but 
ran behind last year $60,000 on operating expenses. We defaulted the 
interest May 1, having various reasors for so doing; among others, be- 
cause so much had been said about our branches being '* suckers in- 
stead of feeders," and because this investigation was pepding. We 
wanted to proceed very slowly. We did not wish it to be said that for 
one reason or another we wore going along bleeding the main line to 
support a hopeless *' sucker." Meanwhile I have been making investi- 
gations into the case of the Denver and South Park line, which will 
come before the board of directors at their meeting which takes place 
next week. I can only say, as the result of my investigations^ that the 
most extreme doubt has been expressed by those best competent to form 
an opinion as to the desirability of the Union Pacific lopping off even 
the worst showing of all its branches. 

DENVER AND SOUTH PARK RAILROAD FORECLOSURE EXPECTED. 

By Commissioner Anderson : 

Q. Have foreclosure proceedings been iustituted 1 — A. They have not^ 
but they will undoubtedly be instituted sixty days after default; that 
is, the 1st of July. 

Q. On the $1,800,000?— A. On the underlying mortgage of $ 1,800,000. 

Q. In which the Union Pacific has no interest f — A. We have no in- 
terest whatever. 

Q. What value will be left in the extensions of the Denver Pacific on 
the 150 miles if that should be foreclosed ?— A, I think they would be 
just as valuable as ever, for we would then undoubtedly connect with 
them by way of Graymont. You will see how when you go there. It 
is an interesting problem. By building 14 miles of road we could re- 
duce the distance and make a better line to Lead vi lie, and then the 
old Denver and South Park would be absolutely wort bless. 
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Gommissioner Andebson. Yovl liave the bondholdors in a very bad 
X)lace? 

The Witness. If we chose to crowd them, we have them eotirely at 
our mercy. The 14 miles of road would be expensive. It involves a 
tunnel which would cost us $1,000,000, but it would give us a line to 
Leadville of only 94 miles, and we could make it a standard gauge. It 
would solve the problem. But the rest of the Denver and South Park 
road, I think, would then be of very questionable value* 

But the whole matter of the value of the branch system to the main 
line is one that I think it would be little better than waste of time for 
us to discuss here, for when you go over the system the situation will 
be, whether for better or worse, clear to your minds. On the spot it 
becomes intelligible, whereas here it is a mixed-up matter. 

CONOEBNINO PLAN OF SETTLEMENT. 

Q. Are you prepared to specify an annual fixed sum that you would 
be willing to say that this road could undertake to pay, and would pay! 
— A. I am not prepared to take that matter up to-day. The Union Pa- 
cific cannot, in my opinion, stipulate to pay any annual fixed sum, sep- 
arate from the question of its independence. 

Gommissioner Andebson. I assume that you get your independence ? 

The Witness. If you would give us our independence of the Gov- 
ernment, as other lines are independent, I do not believe we would have 
any difficulty in arriving at a result; our independence we would prize 
at a large sum of. money. 

Q. How would you propose to provide for the case of a default, sup- 
posing the company should receive its independence f — A. You could 
proceed, when we defaulted, to take our property and foreclose on us. 

Gommissioner Andebson. It would be impossible to foreclose against 
your junior mortgages by any act of yours. 

The Witness. You would retain your second mortgage lien and then 
you would have to pay the first mortgage ; our property is well worth 
that. 

Q. How could we make the second mortgage, which the United States 

' has, and which becomes due in 1897, mature against holders of junior 

mortgages on your main line, for default made now ? — A. That would 

be a question for lawyers to decide. Our property, I think you would 

find, would be amply sufScient to cover you from any danger of loss. 

Q. Have you estimated the reduction of fixed charges, which are 
bound to occur, in the accounts of the Union Pacific between now and 
the year 1900 ?— A. I have. 

Gommissioner Andebson. I think some statement of them was made 
the other day, but it was not very complete, I believe. 

The Witness. I could not undertake to speak from memory. Our 
books show exactly. It is a matter of record. It is far better to have 
it in exact figures than in round numbers. 

A FIXED ANNUAL PAYMENT. 

Q. So that there would be nothing to prevent the company agreeing 
to a fixed payment, which, after 1900, might be materially increased f — 
A. If we are to discuss this question, I will say at once that our stock- 
holders, at their last annual meeting, passed a vote instructing the board 
of directors to meet thg issues squarely, and to make a direct proposi- 
tion to the representatives of the Government. The trouble i^ tUsvt tUo 
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Govemmeut has no representatives. You are the first persons who 
have even approximated to sach a body. When we have sought to take 
the question up we have always been referred, in a vague way, to Oon^ 
gress. But I will say at once that 1 have found among those of our 
stockholders with whom I have talked a strong wish that we should 
meet the Government on the basis -suggested by Mr. Gould. That is 
(as we would with a large creditor) to enter into the question of " How 
much will you take to day in payment of your debt due ten years hence?" 
I myself am on record repeatedly as saying that I thought the debt 
could not be so met, and that an extension of time would be necessary. 
But I have found so strong a feeling existing among our stockholders 
in favor of the other scheme, that of meeting the thing at once, as you 
would with a private creditor — if any one can be got at who represented 
the Government — ^that I should feel strongly inclined to endeavor to 
deal in that way. 

DIFFERENT BASIS OF SETTLEMENT FOR CENTRAL AND UNION PACIFIC 

ROADS. 

Q. Is that without any reference to a connection with the Central 
Pacific's future at alH — A. I think the Commissioners will find it nec- 
essary, when they go into this matter, to adopt a different basis of set- 
tlement for the Central Pacific from that for the Union Pacific. Sach 
I know is the opinion of the representatives of the Central Pacific. Mr. 
Huntington has said to me, in conversation, that the Union Pacific was 
so differently placed from the Central Pacific (owing to the country 
through which it ran), to the policy of building branch lines which it 
had pursued, and to possible development in the region which it served, 
that he thought each of the two companies must be treated with on 
its own basis. I am decidedly of the same opinion. I think you gen- 
tlemen will be of the same opinion after you have been to California. 

GOVERNMENT LIEN MORE SECURE ON UNION THAN ON CENTRAL 

PACIFIC. 

Q. You mean he intimated that the Government lien was very much 
better on the Union Pacific than on the Central ? — A. That was his in- 
timation, and it goes without saying. It is apparent from our reports: 
it was proposed last year (a proposition, which, had it been carried 
out, would have sent me out of the management of the Union Pacific at 
once) to increase the annual payments under the Thurman act to 40 
per cent., and to extend it over our entire system. When this measure 
was proposed the Central Pacific took it very calmly. They then found 
that in the case of the Union Pacific this plan would amount to the 
payment of $3,000,000 a year, while in the case of the Central Pacific 
it would amount, I think, to about $400,000. That shows the difference 
between the two properties. On the same basis we would have paid 
$3,000,000 a year more than all the interest on the subsidy debt, and 
the Central Pacific would have paid a fifth part of its interest. 

Commissioner Anderson. The figures show 25 per cent, of the net 
earnings to be five or six hundred thousand dollars, so that 40 per cent 
would not have been over $900,000. 

The Witness. Are you speaking of the Union Pacific? 

Commissioner Anderson. Ko } the Union Pacific, with the portion of 
the Kansas Pacific that pays. 

The Witness. The computation was made and it was found and 
stated in debate ia the Senate as a reason why the proposed incr^asf) 
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should not be adopted, that it would amount in our case to about 
$2,700,000 a year. That was on the earnings of 1885. Our earnings of 
1887 have already run ahead of last year $1,300,000. 

Commissioner Anderson. The $2,700,000, or 40 per cent., would 
have been on the earnings of 1885 or 1884 f 

Mr. Mink. On the earnings of 1885. 

The Witness. I have substantially finished my statement. 

The Chairman. Have you any other suggestions now, or will you re- 
serve any further suggestions for a future occasion ? 

The Witness. We shall have abundance of time hereafter. Here is 
another paper I should like to put in evidence. I have made a verbal 
statement as to the amount of trouble 1 have had in dealing ^ith the 
Government, as compared with all other troubles combined. This state- 
ment shows the difficulties in that way which I had to meet during the 
sessions of the Forty-eighth Congress. 

The paper is marked '* Exhibit No. 9, June 4, 1887,'' and is a& follows: 

CONGHESSIONAL INTERFERENCE. 

The question having been asked as to the precise manner in which the company 
had been ** harassed" by Congress it may be weU to state the following facts : 

There is an erroneous impression that the present situation results from the action 
of the company in urging upon Congress the passage of a funding bill to take the 
place of theThurman act and make a permanent acgustment of the relations bet ween 
the Government and the company. In this, as in almost everything else concerning 
its affairs, the company has been misrepresented. It did not take the initiative, and 
had no hand whatever in opening this question. From the beginning of the present 
agitation it has been bimply on the defensive. 

In the fall of 1883, before the assembling of the Forty-eighth Congress, a strong 
combination was formed in Wall street to speculate on the bear side ot Union Pacific. 
The firm of Woerishoffer & Co. was at the head of the combination. An enormous 
lobby was employed at Washington, led by a well-known speculator and lobbyist, 
who is reported to have received a stated salary of $10,000 a year for this service, his 
special qualification being a certain familiarity with the affairs of the company de- 
rived from business relations, he having been a sort of fiscal agent for the Kansas Pa- 
cific Company prior to the consolidation. 

At this time, when the newspapers, subsidized by the bear combination, were charg- 
ing daily that the company had an enormous lol)by at work upon Congress, it had in 
fact but one person employed in what might be called the lobby, this being Mr. Will- 
iams, of Kansas, whose business it was simply to observe the progress of legislation 
and report whenever anything affecting the interests of the company should come up. 

The attacks of the Wall street combination upon the company began with the 
opening of the first session of the Forty-eighth Congress, and were directed at every 
point that seemed weak or vulnerable. 

Mr. Dunn, of Arkansas, opened tho ball on the 10th of December with House bill 
35, comi)elling the company to pay the costs of surveying all unsurveyed lands, with 
a view to making them amenable to State and Territorial taxation. On the same day, 
Mr. Anderson, of Kansas, introduced House bill 507, being a bill with the same title 
and for the same purpose. 

On the same day, December 10, Mr. Rosecrans, of California, introduced House 
bill 64, establishing a minimum of freight rates for the road, and on the same day 
Mr. Sumner, of California, introduced House bill 99 for the same purpose, by the pro- 
visions of which the freight rates on the Union and Central Pacific railroads were re- 
duced to 70 per cent, of those in force on December 3rd, 1883. 

On the 11th of December, Mr. Valentine, of Nebraska, introduced House bill 934, 
compelling the company to pay costs of surveying, similar in terms to the bills intro- 
duced on December 10 by Messrs. Dunn and Anderson. On the 7th of January, Mr. 
Weaver, of Iowa, introduced House bill 2384, being a bill for the same purpose as 
the one last mentioned, the purpose being to compel the comjjany to pay for surveys 
and take out patents on al^ lands granted by tlie Government, and so bring them 
within State and Territorial taxation. 

On the 7th of January, Mr. Sumner, of California, introduced another bill. House 
bill 1803, regulating freight rates. On thel4tb of January, Mr. Belford, of Colorado, 
introduced House bill 3081, also regulating freigbt rates. 

On the 15th of January, Senator Van Wyck, of Nebraska, introduced Senate bill 
1101, regulating freightrates. On the 17th of January, the same Senator introduced 
Senate bill 1156| on the same subject. 
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On the 2l8t of January, Mr. Dnnn^ of Arkansas, introduced another hill relating to 
the payment of the cost of surveying lands, i&c., being House bill 3562. 

On the same day, Mr. Throckmorton, of Texas, introduced House bill 3801, being 
an amendment to the Thurman act, the principal feature of which was the in- 
orease of the sinking fund requirements from 25 to 35 per cent. 

On the same day, in the Senate, Mr. Edmunds introduced Senate bill 1178, being an 
act to amend the original acts of corporation, and also '^ to provide for the settlement 
of the claims growing out of the issue of bonds to aid in the construction of said 
railroads, and to secure to the United States all indebtedness of the companies therein 
mentioned.*' 

This is the first record of any bill for a public act being introduced in Congress 
which embodied the principle of the funding bill and provided for an extension of 
the debt. That the company had nothing whatever to do with the preparation or 
the introduction of this bill is clear from the remarks with which Mr. Edmunds in- 
troduced it, which were as follows : 

'^ I desire to say in connection with this bill that it has been prepared by the Com- 
missioner of Railroads, and is a very important bill. The object 'Of it is, if possible, 
to bring to a termination the controversy that appears to be perpetual between the 
United States and these railroad companies about what they shall pay in respect of 
their bonds, and in respect of the security that we have for them, and provide for 
closing up the transaction by a new arrangement on a long bond to take the place 
of their obligation to repay the United States, ana provide certain legal securities 
and other arrangements for carrying out the transaction. It is quite clear to my 
mind that it would be well, if it is possible, to make some arrangement by which wo 
shall provide for the United States being certainly reimbursed by these companies 
for the vast sums of money it has advanced. Whether the time that is provided for, 
and the method, is precisely what it ought to be, I am not sure. That deserves con- 
sideration. Wo ought also, I think, in the same connection, although it is not in the 
bill, to provide some authority in the President of the United States to secure the 
interests of the United States in case of an attempted foreclosure or sale or other 
disposition of this property under the mortgages tbat are prior to our lien." 

On the 4th of February, Mr. Anderson, of Kansas, introduced House bill 4447, the 
purpose of which was ostensibly to prevent the sale of the Pacific railroads before 
providing for the jiayment of the United States debt. 

On the 25th of February, Senator Logan introduced two resolutions calling upon 
the Secretary of the Interior and the Attorney -General for information as to wnether 
the company had failed to comply with the requirements of the Thurman act ; whether 
dividends had been declared in violation of the law, and what steps had been taken 
by the Government in regard thereto. 

On the 12th of May, Senator McMillan reported another resolution instrncting the 
Committee of the Judiciary to make inquiry as to whether the company had obeyed 
the provisions of the law, and giving it the power to send for persons and papers. 

On the 16th of June, Senator Van Wyck introduced a resolution directing the Judi- 
ciary Committee to inquire whether the company had become responsible for, or" had 
guaranteed the interest on, any bonds other than those specifically authorized by 
Congress. 

On the 5th of July, Mr. Thompson, of the House Committee on Pacific Railroads, 
introduced a resolution authorizing the Speaker to appoint a committee of five mem- 
bers of the Committee on Pacific Railroads to investigate the affairs of the Pacitic 
roads, and report concerning a number of alleged violations of law and frauds npon 
the Government. This resolution was not considered, one member objecting that it 
was " too late a day in the session to provide for a junketing expedition." 

It will be seen by this statement that the bear combination got in their work at 
once upon the opening of Congress, and kept up a rattling series of attacks in the 
form of new bills for the first two or three mouths. The effect of these attacks upon 
the stock market is apparent from the record of sales. The highest price in Novem- 
ber, before the session of Congress began, was 91. In December the highest price was 
8d, It varied during this month 19 points— the lowest price being 70 — its general 
tendency being downward. 

On the 26th day of April, the Pacific Railroad Committee reported the Phil. Thomp- 
son bill (so called), which provided for an increase of the sinking fund requirements 
to 35 peir cent. 

On the 29th of April the Judiciary Committee of tl^ Senate reported what was 
known as the Garland bill, which embodied the fujdiug bill principle in the origi- 
nal Edmunds bill, for which it was a substitute, but confined its operations to the 
Central Pacific, ommitting the Union Pacific, which was left to the tender mercies of 
the Thurman act, with the possibility of the increased pressure put upon it by the 
passage of the Phil. Thompson bill. The results aimed at by the Wall street combi- 
nation were accomplished. In April, when these two bills were reported, t he stock 
bad been rattled down by these continuous attacks to 62|. 
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Ob tlie 18tli of Jane, a vote was taken upon the Phil. Thompson bill. Meantime. 
a minority committee had reported as a substitute what was known as the Post bill, 
which contained the funding-bill features of the original Senate bill, applying them 
to the Union Pacific as well as the Central Pacific, in this respect differing from the 
Senate bill. The effort to substitute this for the majority bill was very feebly urged. 
Before the final vote was taken Mr. Thompson moved an amendment to his original 
bill increasing the sinklng-fhud requirements to 55 per cent, of the net earnings. This 
was adopted with scarcely any opposition, and the bill as amended passed the House. 

The effect upon the stock was visible at once in a further fall. During June it 
dropped to 26, the lowest point reached for several years. 

Tne doeline was nd doubt aided by well authenticated reports in circnlation at the 
time that Senator Edmunds contemplated action in the Judiciary Committee of the 
Senate of a still more hostile character than any yet taken. The impression was very 
general that Congress was angry and indignant at the conduct of the Union Pacific, 
and was determined to force the company into the hands of a receiver. 

An interesting circumstance in connection with the record of these concerted at- 
tacks upon the credit and standing of the company in Congress is that in the act or- 
ganizing the commission. Congress thought it worth while to specially order an in- 
quiry as to whether the company had expended any money "for the purpose of 
influencing legislation." The natural inference is that while it is pei-fectly proper, ' 
and perhaps oh the whole commendable, for a combination of speculators in the stock 
of this company to employ a lobby at Washington to procure hostile legislation, it is 
contrary to public morals for the company to expend any money in defending itself. 

From the beginning of this discussion the company has been on the defensive. It 
has made no definite proposition or suggestion, but simply remained in an expectant 
attitude with occasional snggestions as to the details of bills which were being worked 
out by the committees of the Senate and the House. 

Only two methods have ever been proposed for the settlement of this question — 
one, the' funding-bill plan providing for an extension of the debt ; the other, an expan- 
sion of the Thurman act, by increasing the sinking-fund requirements. 

At one stage in the progress of the bill under which the Commission is organized, 
an amendment was pending which provided for an increaseof the sinking-fund require- 
ments to 40 per cent. 

As a considerable misapprehension exists concerning the effect of such a provision 
as this upon the earnings of the railroad company, it may be well to state the results 
of a calculation made upon this basis in connection with the earnings of a half dozen 
of the most prominent railroad companies in the country, taking, for instance, the 
Bostoii and Albany, Boston and Maine, Fitchburg, New York Central, Pennsylvania 
Railroad Company, and the Chicago, Burlington and Quincy. Were these companies 
requiried by the Government to turn into a sinking fund 40 per cent, of their net earn- 
ings, the effect would be a deficit on the part of three of the roads, and in the case 
of three others so small a return as to makp the investment practically without profit. 
In the case of the Boston and Albany, which in 1885 showed a surplus of J2, 344, 306, a 
deduction of 40 per cent, from net earnings would leave but $840,847. In the case of 
the Boston and Maine, which showed a surplus in 1885 of 92,350,552, the deduction of 
40 per cent, would leave a deficit of $2,847. In the case of the Fitchburg, with a sur- 
plus of 18,110,069, it would be left with a deficit of ^262,585. The Pennsylvania Rail- 
road Company, with its enormous surplus of 921,293,144, would be left by the deduc- 
tion of 40 per cent, from its net earnings with adeficit of $650,586 ; while the Chicago, 
Burlington and Quincy would find its surplus of $14,262,526 reduced to $2,527,304. 

The calculations which give the above results are made upon the same principles 
as in the calculation of the Union Pacific net earnings. It must be borne in mind, 
of course, that the amounts given above as the surplus of the several companies in- 
clude income from other sources than not earnings, from which deductions are made. 

GHAELES F. ADAMS. ] 

The Commission then adjourned, to reconvene in Omaha on Jane 20, 
1887, at 10 a. m. 
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Examination of James Middledith, taken before Hon. E. Ellery 
AlSDERSON, one of the Commissioners of the United States Pacifio 
Railway Commission, 
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As preliminary to the examination of Mr. Mibdledixh, the following 
memorandum received from him is here inserted : 

PBELDONABY STATEMENT OF JAMES MIDDLEDITfi. 

Since 1874 the Union Pacific Railroad has paid in dividends to its stockholders 
over 127,000,000. According to the decision of Chief Justice Waite, affirming the 
Thurman act, October, 1878, these stockholders were not legally entitled to any divi- 
dends. Hence all dividends since 1878, about 118,000,000, are illegal. 

The dividend of 1884 was declared in face of a gross floating debt of $13,000,000, 
consisting largely of advances to unprofitable branch roads, and hence not available 
as assets. (See Government Directors' Report, 1884). The law of 1873 prohibits, under 
penalty of fine and imprisonment, the payment of unearned dividends, or the issuing 
of stock and bonds without consent of Congress. Without such consent this road 
issued: 

The collateral trust bonds of 1878, about $4,600,000; stock, in 1881, |10,000,000; 
collateral trust bonds in 1883, about $3,700,000 ; issued and guaranteed, 1884 to 1886, 
at an annual loss of about $500,000 ; some $14,800,000 Oregon Short Line bonds, and 
guaranteed in 1886, $7,000,000 Saint Joe and Grand Island bonds. 
« Why has this law not been enforced f 

By referring to the report of the Gk)vemment directors of 1882 yon will find the 
road intended to issue in that year the coUateral bonds they issued in 1883 : but on 
the expressed doubt of the Government directors as to the legidity of such a step, 
the road dropped the project for that year. The same report shows how these Gov- 
ernment directors were treated in the manner of dividends being declared without 
notification to them. 

From the proceeds of the collateral trust bonds of the $10,000,000 stock and of the 
surplus of the income of the main (or subsidized) road, since 1878, some 2,300 miles 
of branch lines have been purchased or constructed, and under the Thurman act 
(which see) all assets of the road of every nature, including lands and aU income, 
are liable for the Government claim. Hence under the law the Government lien ia 
a first lien on all investmeuts made from disposition of property held by the Union 
Pacific, or investments acquired from investments of its assets and annual surplus 
income, and therefore is a first lien on the branch lines, i^ead of any branch-line bonds 
issued since 1878. 

These branch roads (according to Commissioner Johi^n's report, 1886) failed to earn 
their annual interest by $1,288,000, whicli the subsidized road had to pay, in so so far 
the outside branch line bondholders are concerned. For instance, Denver and South 
Park road earned $16,000 less than operating expenses. The Union Pacific held over 
$2,000,000 Denver and South Park bonds, and received no interest on its holdings ; but. 
in addition to paying the deficiency of $16,000, had to pay outside bondholders $130,000 
interest on their $1,900,000 bonds, a net loss of $146,000 to the main line, besides loss 
of interest on $4,000,000 invested in ownership of Denver and South Park Railroad. 

Allow me to ask yon to look at the charges per passenger mile on branch roads, 
as high as 7 cents, and compare with low rate on main line. Also read in Railroaa 
Commissioner's Report of 1886 how the statement of the earnings of the east and west 
branches of Kansas Pacific is made up, to the detriment of the Government 25 per 
cent., and also see the list of constructive mileages of 1^ to 2 miles allowed to the 
branch line by the main line for "every I mile of service performed." 

The Union Pacific has redeemed before maturity, at an average premium of 12 per 
cent., all but $2,000,000 land- grant bonds. It has $13,000,000 in unsold lands, and 
$13,000,000 in land notes, (&c., on hand, from which it proposes to redeem before ma- 
turity $14,800,000 income bonds or sinking-fund bonds, due in 1894, selling at 118. 

These bonds are a renewal of the income bonds of 1874, made by giving the holder 
of every six old bonds seven of the new ones bearing 8 per cent. On what basis does 
the road c]aim that these are a second lien on the land, and by what right are they 
to be redeemed before maturity out of assets, which, under the acts of 1862 and 187H, 
are part of the lien of the Government T 

The Government directors have recommended a seventy-year extension bill, claim- 
ing it gives the Government new assets. On the contrary that bill exempts from the 
Government lien $27,000,000 of land assets now under the law part of the lien, and 

fives not a single new asset. The Government has paid each year for over twenty yeare 
3,800,000' (the anual interest on the $64,000,000 bonds loaned the subsidized roads). 
The bill recommended by the Government directors and by the Secretary of the In- 
terior assumes that these amounts are not dne till 1897, and discou?its them to 1886, 
instead of adding interest thereto, as the law requires, according to the speech of 
Senator Edmunds. (See Record of February 25, 1887.) The Government is entitled 
(making a loss of interest to the Government) to $40,000,000 alone. The bill allows 
over $3j 000,000 credits for interest on part payments made by these roads to the Goy^ 
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erkimenty and allows the latter none on absolate payments. An adCeptance of that 
bill, as a renewal of that bill, at 5 per cent, instead of 5 per cent., omitting even 
the above errors, wonld involve a loss of $1,012,000,000 to the Government. (See let- 
ter of Professor Elliot, Treasury expert, to Senator McPherson.) 

If the Union Pacific gives ample security and pays 6 per cent, to its first mortgage 
bondholders, 6 per cent, and 5 per cent, to its collateral bondholders, 7 per cent, and 
6 per cent, to its branch-line bondholders, and 8 per cent, to its extended income 
bondholders, on what basis should a second mortgage (or Government lien) be ex- 
tended for seventy years, giving np its present ample security for nonef May I sug- 
gest the Government directors be required to answer these questions? 

Please compare income account of Union Pacific Kailroad (subsidized line) with 
income account of Union Pacific Railway or system. The former shows a surplus of 
nearly $1,000,000 greater tha^ the latter. This difference is the result of operation of 
branch lines despite higher passenger and freight rates and constructive mileage, 
allowed them. 

JAMES MIDDLEDITH being duly sworn and examined, testified 
as follows: 

By Commissioner Andebson: 

Question. What is your business? — Answer. At present I am out of 
business and living on my income. I was formerly a member' of the 
Stock Exchange. 

Q. What is your residence? — A. Orange, ]Sr. J. 

Q. Will you give it sufficiently explicit for us to find you? — A. Park 
avenue, Orange. 

Q. There are so many Oranges, will you please state which out's it 
is? — A. Brick Church. 

Q. What attention have you given to the financial aff'airs of the 
Union Pacific Eailroad? — A. I have examined them for two years. 

Q. Basing your examination on what papers ? — A. On their reports. 

Q. What other sources of information had you? — A. The official doc- 
uments and copies of the United States laws. 

Q. And the Eailroad Commissioner's Eeports ? — A. Yes, sir. 

Q. Have you derived any of your information from personal state- 
ments made by persons who would have original knowledge of their 
own? — A. Yes, sir. I have had an interview with an attorney of the 
road, with Franklfn MacTeagh (at request of Secretary Lament),' with 
F. E. Coudert, and with General Joseph E. Johnston, United States 
Eailroad Commissioner. 

Q. Have you not also conversed with Senator McPherson in regard 
to it? — ^A. Yes, sir. I thought you meant those who were interested 
in the road. I have also considered the propositions made by Senator 
Edmunds in his various speeches relating to these railroads. I have 
also had interviews with Eepresentatives Springer and Henley. 

UNION PAOIFIO DIVIDENDS. 

Q. I will follow the order of suggestions which you yourself have 
indicated to us in your communication, and question you in regard to 
the matters there alluded to. The first matter you refer to is the fact 
that from 1875 to 1884 the Union Pacific Eailway has paid dividends 
amounting to about $27,000,000. We have the complete statements, 
and I think they exceed $28,000,000. On what do you base your as- 
sertion that the stockholders are not legally entitled to any of these 
dividends? — A. On Chief Justice Waiters decision. It is incorporated 
in the Eeporfc of 1884 of the Union- Pacific Eailway Company, at page. 
188, as follows : 
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DECISION OF CHIEF JUSTICE WAITE. 

The company has been in receipt of large earnings since the completion of the 
road, and, after paying interest on its own bonds at maturity, has been dividing the 
remainder, or a very considerable portion of it, from time to time among its stock- 
holders, without laying by anything to meet the enormons debt, which, considering 
the amount is so soon to become due. It is easv to see that in this way the stock- 
holders of the present time are receiving in the snape of dividends that which those 
of the future may be compelled to lose. Under these circumstances the stockholder 
of to-day has no property right to dividends which shall absorb all net earnings after 
paying debts already due. Ths current earnings belong to the corporation, and 
stockholders, as such, have no right to them as against the just demands of creditors. 

DIVIDENDS ILLEGAL WHEN IN DEBT. 

Q. Do you conclude from tbe extract you have just read that the 
stockholders are not entitled to dividends at all, so long as any of the 
creditors of the company are not paid, or only that they are not entitled 
to dividends which should imperil the security of the creditors f — A. I 
do not see why I should answer that question. I have simply quoted 
the decision of the Supreme Court in the matter, which is supposed to 
be sufficient authority against any dividends, although Mr. Adams says 
the road has a legal right to pay dividends. I believe literally in law 
any dividend is illegal as long as the road has a large floating debt. 
I am not a lawyer, but that is my opinion, that any dividend is illegal 
when the road is largely in debt. 

Q. If the floating debt represent an actually paying asset, would that 
proposition not be broader than you care to make it? 

The Witness. That may be the spirit of the law. Does not tbe 
letter forbid dividends when the corporations are in debt ? 

Commissioner Anderson. They may pay dividends when they are 
in debt, provided the debt is actually represented by actual property 
which will redeem and pay the debt if the dividend is earned during 
the year. 

BRANCH LINES. 

The Witness. So you consider advances to brancKlines that do not 
earn anything, comparatively speaking, and that are a burden to the 
main road, paying assets, especially when such advances were not paid 
at the time the Government directors reported, and were only event- 
ually paid by the main line selling bonds for these advances, thusfand- 
ing a floating debt. 

Commissioner Anderson. That is another question. I would not 
in all cases by any means; but all I call your attention to is that the 
general proposition without qualification, that the road that earns a 
great deal of money can never declare a dividend so long as Uiere is a 
floating debt on its books, without referring to the property which the 
floating debt has been used to acquire, is broader than the law would 
justify, and that it is necessary to look into the use that has been made 
of the floating debt and of the branch lines, or whatever the property 
may be that has been acquired, in order to determine whether the 
declaration of a dividend would be a violation of the law or not. 

The Witness. I place against your views the decision of the Su- 
preme Court forbidding any dividends, and in regard to this special 
dividend I refer, for the proof of the fact that the floating debt of tbe 
Union Pacific was at that time $13,000,000, to the report of the Govern- 
ment directors of 1884, at page 150, showing that nearly $7,000,000 there- 
of was unavailable. 
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SECUBITIES SOLD TO REDUCE FLOATING DEBT. 

Q. Have yoa examined the sabseqaent reports of the company to as- 
certain what the company has done since 1884 in liqaidation of the 
floating debt referred to t — A. Yes, sir ; slightly. 

Q. You are, of course, aware that they have paid no dividends since 
1884 1 — ^A. Yes. They sold securities in 1885 and 1886 and reduced the 
floating debt by funding it. They sold nearly $2,000,000 Oregon Short 
Line bonds since I made that charge, while they were reducing the 
floating debt, and probably sold some other things. 

Commissioner Anderson. The principal securities that they have sold 
have been Saint Joseph and Grand Island bonds. 

Q. At what page is that of the report of 1886 ! — ^A. I had not seen that 
report. On page 19 of the report of 1886 is a line of securities reported 
by the company to have been sold. They werfe sold for the purpose of 
paying off the floating debt. I see they sold a million and a half of the 
Oregon Short Line. 

Q. You refer to the law of 1873 as requiring the consent of Congress, 
both to the issue of collateral bonds and the issue of stock, and refer 
to tiie issue of collateral bonds in 1879, as a violation of that agreement. 
Do you know what securities were pledged for that loan t — A. I can find 
the list. The securities pledged are the property of the Union Pacific, 
subject to the lien of the Government, according to the Thurman act. 

Q. Do you know that no lien on the property or earnings of the Union 
Pacific Railway was given ? — A. I know they pledged alarge lot of branch- 
line securities, the property of the Union Pacific, and hence belonging to 
the Government lien. The main line is responsible in case of a deficiency 
on part of these pledged lines to earn the interest on the collateral bonds, 
and the main line will pay it. Hence both the property of the Union 
Paeific is mortgaged and a pledge made on its future earnings contrary to 
the law of 1873. If my information is right, and I quote Mr. Henley, of 
California, the Judiciary Committee of the House reported favorably in 
1886 a resolution instructing the Attorney-General to prosecute the offi- 
cers of the Union Pacific Bailroad civilly and criminally for issuing those 
collateral bonds. 

the government lien covers all assets. 

Q. Still, as a matter of fact, the only security given for the bonds 
are these bonds and properties of the branch lines. No specific lien, 
that you know of, was given on the property of the Union Pacific proi>- 
er or on its earnings f — A. If I w^e a lawyer, I would take issue with 
you then and there on two points. First, that those branch-line securi- 
ties are the property of the Union Pacific Company, and they are liable 
for its debt to the Government under the Thurman act, 1878. If you have 
a copy of that act I shall be very glad to read it to you and point out 
wherein they are so held. Are you aware how these roads have been 
built! 

Commissioner Anderson. Perfectly. 

The Witness. Did the Directors put their hands in their pockets ? 

Commissioner Anderson. ITo, they were built out of the earnings 
and out of the proceeds of lands and out of the issue of $10 000 000 
stock. 

The Witness. Ko, sir; there was no land sold for it. 

Commissioner Anderson. Yes, there was some land solb, dut it was 
chiefly done out of the stock and earnings. 
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The Witness. They^were entirely built out of bond and stock issues 
and out of the surplus earnings, which are a part of the lien of the 
United States. In fact the Government has a lien on all assets. These 
issues are a mortgage on the earnings of the subsidized lines. 

Q. You refer to the issue in 1881 of $10,000,000 stock as being made 
in violation of the law. In what respect do you consider that a viola- 
tion of law f — A. Because they had no right to issue any stock or bonds 
without the consent of Congress. I am aware that they got $10,000,000 
cash for it. 

Q. Are you also aware that under the original act they were author- 
ized to consolidate, and that that original act limited the capital stock to 
the actual cost of the roads, and under that act they claimed this right 
to issue the $10,000,000 ' 



THE GUARANTEE OP BONDS A VIOLATION OF ACT OF 1878. 

The Witness. Do they claim the right to issue these bonds under 
that same law? 

Commissioner Anderson. No. 

The Witness. Under what right do they claim to issue the bonds 
of the Oregon Short Line t 

Gommissioner Anderson. I want to dispose of the stock first. You 
have not looked into that feature of it, that under the orignal act of 
1862 and 1864, under which they claim they were entitled to consolidate, 
and to issue under the consolidation stock equal to the cost of all the 
consolidated roads. 

The Witness. Is it not perfectly well known that the road did not 
cost it bonds ; that the stock represented next to no cash I If, as you 
say, there is such a law, can the stock be issued under it in violation of 
the law of 1878 ? 

Gommissioner Anderson. It presents a question of fact as to what 
the cost of the consolidated roads was ; but it steers clear of the diffi- 
culty that that issue was illegal, if the cost of these roads was equal to 
the stock of the consolidated company. . You referred to the loan of 1883 
as being also a violation, and I assume for the same reasons you assigned 
for the loan of 1879. ^ 

The Witness. Exactly. Have you that law here f I mean the rail- 
road law of 1873. 

Gommissioner Anderson. You referred to the guarantee of interest 
on the bonds of the Oregon Short Line and the Saint Joseph and Grand 
Island. In what respect do you consider that a violation of the act of 
18731 

The Witness. In the words of this law I find my support for this 
statement : 

No diyidends shall hereafter be made by said company but from the actaal net 
earnings thereof, and no new stock shall be issued or mortgages or pledges made on 
the property or future earnings of the company, without leave of Congress, except 
for the purpose of funding and securing debt now existing [that is 1873] or the re- 
newals thereof. 

I totally misunderstand the case if these collateral trust bonds are 
not a pledge on the future earnings of the company, and if they are 
not a mortgage on the property of the company ; because these branch 
roads, being constructed out of the assets of the Union Pacific, are 
therefore the property of the Union Pacific Company. The collateral 
bonds are secured by a mortgage on the branch-line bonds, which are 
the property of the Union Pacific Railroad Company. The collateral 
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bonds are both a mortgage on the property of the Union Pacific and a 
pledge on the future earnings, in violation of this law of 1873, and 
" any director or officer who shall pay or declare, or aid in paying or 
declaring, any dividend, or creating any mortgage or pledge prohibited 
by this act, shall be punished by imprisonment not exceeding two 
years, and by fine not exceeding five thousand dollars." 

Q. In what respect does a guarantee of the interest accruing on the 
Oregon Short Line amount to a pledge of the property of the Union 
Pacific or a pledge of its earnings ? — A. Because the Oregon Short Line 
earns just about half of its interest. 

Q. But a pledge would prevent the property being mortgaged to any- 
one else or disposed of in violation of the terms of the pledge. How 
does the guarantee, assuming the earnings to be deficient, amount to a 
pledge of the earnings ? — A. If you indorse a man's note, if the man 
does not pay it you pay it. 

Commissioner Anderson. But it is not a pledge on anything. 

The Witness. What is the reason it is not 1 If the Union Pacific 
indorsed these bonds and the Oregon Short Line does not pay them or 
their interest, the Union Pacific has to pay both. If it is not a lien on 
that road, what is it? 

Commissioner Anderson. It is an agreement to pay. 

The Witness. It Is just the same thing, for it renders the Union Pa- 
cific liable. My opinion in regard to the guarantee of interest on these 
bonds is that; whether the guarantee amounted technically in law to a 
lien or pledge or not, the effect of the guarantee is to compel the Union 
Pacific to pay out of its earnings money that would not otherwise be 
paid, and the result is injurious to the financial capacity of the Union 
Pacific to respond to the United States, and is therefore precisely the 
same as though a formal lien or pledge had been given. These collat- 
eral loans are a lien both on the property of the subsidized, road and 
its earnings. 

THE BRANCH LINES SUBJECT TO GOVERNMENT LIEN. 

;Q. You state that the branch lines have been largely constructed 
from the proceeds of the collateral trust bonds, the $10,000,000 of 
stock, and surplus income, and that for this reason the property pur- 
chased with these assets is subject to the Government lien. On what 
ground do you make that proposition! — A. Section 9 of the Thurman 
act is: 

That all sums dae to the United States from any of said companies, respectiyely, 
whether payable presently or not, and all sums required to be paid to the United 
States or into the Treasury, or into the sinking fund, under this act, or under the 
acts hereinbefore referred to, or otherwise, are hereby declared to be a lien upon all 
the property, estate, rights, and franchises of every description granted or conveyed 
by the United States to any of said companies, respectively or jointly (that includes 
the land8)f and also upon all the estate and property, real, personal, and mixed, assets, 
and income of the said several railroad companies, respectively, from whatever source 
derived, subject to any lawful prior and paramount mortgage, lien, or claim thereon. 

Q. What railroad do you consider as inten ded by the act t — A. Any 
of them. Any of "the said several companies, respectively." 

Q. That is, the Union Pacific Eailroad I — ^A. iTnion and Central Pa- 
cific roads. 

Q. In what respect would it apply to a branch line having an organ- 
ization of its own? 

The Witness. How was this branch line bought t It was bought by 
3tx)ck issued^ the proceeds of whicl| are paid into tUe treasury of tU§ 
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UuioQ Pacific road. The Union Pacific is liable for the stock. The 
branch railroads bought or constructed are the equivalent for the money 
received for the stock. Therefore, the road purchased is the property 
of the Union Pacific. 

Q. Your proposition, then, is that the money subscribed for the stock 
became subject to the lien of the Government advance? — A. Yes, sir; 
and all the surplus earnings, that is the income of the road from what- 
ever source derived. 

Commissioner Anderson. I wanted to get your idea. 

The Witness. The law certainly says assets, which includes what 
the road had then, and then whatever income they had used — their 
income from year to year — in buying or constructing new lines or new 
assets. 

Q. Is the word ** income" used there ? — A. It isj " and incotne of the 
saitl railroad companies, respectively, from whatever source derived." 
I have submitted that clause to lawyers, and they hold that under that 
the United States has a first lien beyond the branch line bonds on cer- 
tain of the branch lines. I call special attention to the fact that by the 
language of section 9 the income of the Union Pacific Eailroad, fix)m 
whatever source derived, is declared to be subject to the lien of the 
United States. Whatever shape this income has assumed, or whatever 
property it has been put into, the United States has a first lien on. I 
think I can trace $13,000,000 of that that has gone into these branch 
lines. 

THE BRANCH LINES A DETRIMENT. 

Commissioner Anderson. You state in your communication that 
you are informed that the branch lines in 1885 failed to earn their inter- 
est by $1,288,000. 

The Witness. Have you General Johnston's last report If 

Commissioner Anderson. We have the figures. 

The Witness. It is $1,288,000, if my memory serves me right. I 
made up an analysis of those roads before General Johnston referred to 
their deficiency, and it was incorporated in a speech of Mr. Henley in 
1886. I showed that nineteen or twenty branch roads failed to earn 
their charges. 

Q. Do you conclude that those branch lines are necessarily a detri- 
ment to the Union Pacific? — A. I think that the bulk of them are, 
unquestionably. 

Q. Could you answer that question intelligently without examining 
the amount of moneys earned by the Union Pacific for the haul over 
the parent line before reaching the branch lines?— A. From the annual 
deficiency of $1,288,000 in the earnings of these roads, and that in 
despite of constructive mileages allowed to them by the parQnt line of 
two miles and of a mile and a half for every mile a train is transported 
I should say they were a detriment to the main line. I could not say 
what their traffic is. 

Q. Would it not be necessary, in order to solve that question accu- 
rately, to put on the other side of the account just what the parent line 
derived from the haul over its line ? 

The Witness. Is the reverse not true? Is the parent line not as 
essential to the branch lines ? 

Commissioner Anderson. That is true. I say, that in order to de- 
termine whether the branch lines be a profit or a loss, you must have 
the whole picture of transportation from the initial point on the parent 
line to the final point on the branch line, and then e^apine the w}iol9 
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qaestiou, cbargiog wbat is lost by tbe constructive factor, and crediting 
what is gained by tbe baul; and witbout all tbose figures you cannot 
determine wbether the branch line is a detriment or a benefit. Does 
that not seem to be accurate If 

The Witness. Do you think you will find that out ? 

Commissioner Anderson. If I do not find it out, I cannot solve the 
problem. 

The Witness. You will not. I have seen one of the clerks that 
have been at work at that down at the United States Bailroad Com- 
missioner's. He was very able, but found out little. 

Q. Mr. Walker? — A. Yes, sir. 

Q. He worked at it for what month? — A. I do not know. 

Commissioner Anderson. He covered the work for one month. 

AMOUNT invested IN BRANCH LINES. 

The Witness. I would like to say here that it is my impression that 
the Union Pacific has got $38,000,000 invested in these branch line 
securities. 

Commissioner Anderson. It is $75,000,000, 1 understand. 

The Witness. They put $38,000,000 in railroads, represented prin- 
cipally by bonds. The stock for same amount cost but a few millions, 
though it has a face value of $38,000,000. They put $4,000,000 in this 
Denver and South Park road. That is one-tenth of their real invest- 
ments. . What do they reserve from the Denver and South Park ? What 
feeding does that do to the main line? It earns $16,000,000 less than 
operating expense^. If that road does that, what advantage can it be 
to the main line? 

Q. Are you aware they stopped paying the interest? — A, I am aware 
that a year ago they advertised to buy their coupons. I was not aware 
that they had stopped paying interest. They got $2,000,000 of bonds 
themselves ; probably over that. My impression of the way they got 
those $2,000,000 of bonds was that they issued them to make good ad- 
vances that were made to that road. 

UNSOLD LANDS. 

Q. You assert that the Union Pacific has $ 13,000,000 of unsold lands. 
Do you know how many acres they have ? — A. 1 can find out from the 
report. 

Q. Perhaps you include the Kansas Pacific? — A. I include both the 
lands of the Union Pacific and the Kansas Pacific, because these roads 
constitute the present Union Pacific Eailroad Company. 

Q. In what respect do ^ou consider that the lands, or the land pro- 
ceeds, are subject to the lien of the United States ? Do you refer to 
the Thurman act ? — ^A. "So ; I refer to the original act of 1862, as fol- 
lows : 

ACT OF 1862. 

To secare repayment to the United States, as hereinafter provided, of the ainount of 
said bonds so issaed and delivered to said company, together with all the interest 
thereon which shall have been paid by the United States, the issae of the said bonds 
to the said company shall ipso facto constitnte a first mortgage on the whole line of 
Baihoad Telegraph Company, * * « and on the ref asal or tailare of said company 
to redeem said bonds, or any part of them, when required so to do by the Secretary 
of the Treasury, in accordance with tbe provisions of this act, the said road, with aU 



1008 U. S. PACIFIC RAILWAY COMMISSION. 

the rights, fanctions, immunities, and appurtenances thereunto belonging, and all 
Ihe lands granted to said company hy the United States^ which at the time of the said default 
shall remain in the ownership of said company^ may be taken possession of by the Sec- 
retary of the Treasury for the use and benefit of the United States. 

Commissioner Anderson. Until the bonds become dae, or default is 
made, it cannot, under the original act, be said that the Government 
has a lien on the lapds which would prevent the sale or mortgage of the 
lands by the company. 

The Witness. These roads have announced in advance that they 
cannot meet the payment of the Government when due, and it is a 
question whether the road has a right to .get these lands out of the way 
by anticipating the payment of these bonds, which are not due for 
seven years. 

Q. Why do you think the Government gave them the lands I For 
what purpose! — A. To build the road, or help to build the road, and 
also to put them in shape where they could pay their debts. Most as- 
suredly to heilp enable them to pay the Government lien besides building 
the road. 

Q. Could they build the road with the help of the lands, except by 
selling or mortgaging them ? — A. Yes ; they could if they had been hon- 
est, from proceeds of $33,000,000 Government bonds and $33,000,000 
first mortgage bonds on 1,400 miles of road. They did mortgage the 
lands also for $10,000,000 more. 

Commissioner Andebson. You say they have no right to mortgage 
them against the United States t 

The Witness. I put that as a question. Had they a right I Ac- 
cording to my reading of the law, the United States has a lien, in a 
certain contingency, on those lands. The Union Pacific have, in ad- 
vance, stated that they could not pay the Government ; that they would 
default at maturity, and therefore it is the duty of the Government to 
protect its assets, which this road is attempting to divert. 

Commissioner Anderson. The lien is only to apply to the lalids 
which remain on hand, implying that they have the right to sell and 
mortgage before default. 

The Witness. I do not know about that. According to that law, 
they would not have any right to mortgage. They would have a right 
to sell. The lands might be on hand and they might be mortgaged, 
and if mortgaged such mortgage would be subject to this special lien 
of the United States. 

Q. Does it not appear to you that if those lands were a gift made, 
in good faith, to enable the company to build its road, it was under- 
stood by the Government, and by every one, that they should be 
authorized to borrow on those lands, and apply the borrowed moneys 
to the construction of the road If 

The Witness. Is not the road constructed? 

Commissioner Anderson. I am speaking about the time when they 
made the mortgages on the lands, in 1866 and 1867. 

The Witness. If the Government gave them the lands for the profit 
of the road and not for its own protection, why does the law of 1878 
put the lands as the assets of the Government ? 

VALIDITY OF LAND GRANT MORTGAaES. 

Q. I want to get your views as to the validity of the land grant 

mortgages made by the companies prior to the act of 1878 ? — A. In my 

judgment^ they have no right to anticipate the extended income bondS} 
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as these siukiug: fund bonds practically are, out of the proceeds of the^ 
land. 

Q. Do you know when the mortgage was made which took up the 
original incomes If — A. In 1874, it is my impression, or thereabouts. 

Q. That was before the Thurman act? — A. Yes, sir. 

Q. If those lands were the property of the company in 1874, why 
had they not the right to mortgage them 1 

The Witness. Do you think they were If 

Commissioner Anderson. I do. 

The Witness. I do not. For then the Thurman act approved by the 
Supreme Court is wrong. 

Q. You say that the proposed extension bill for seventy years ex- 
empts from the Government lien all the land assets, which, under the 
law, are a part of the lien. Have you anything more to say in regard 
to the existence of that lien on the land assets than the explanation 
you have already given under the law of 1862? — A. And 1878. 

Q. You think that under the law of 1878 a lien has attached to the 
land assets, as they stand ? — A. Exactly, under the laws of 1862 and 
1878. 

Q. And that, therefore, it would be improvident to grant an exten- 
sion which would exempt the land assets from that lien? — A. In other 
words, I do not see why the Union Pacific Railroad should refuse to pay 
the full 6 per cent, interest on its second mortgage claim, and pay 8 and 
10 per cent, on its subsequent liens, and anticipate them before maturity, 
at a premium of 16 or 18 per cent. That they should pay subsequent 
creditors their full debt and a premium and refuse to pay the Govern- 
ment even face value. Have you seen the Outhwaite bill? 

Commissioner Anderson. I have seen it. 

The Witness. I would like to explain that. 

Commissioner Anderson. I think I understand your point. 

The Witness. It was the biggest piece of robbery that ever was 
proposed. 

Commissioner Anderson. We do not propose to examine these bills 
in detail until next fall, after we have taken all our evidence. All 
the statements I have seen so far are substantially as to the effect of 
an annual payment of $1,850,000 for a period of seventy-five years. 

The Witness : Seventy years. 

LOSS OF $1,012,000,000. 

Q. Seventy-five it is stated was necessary to liquidate the indebted- 
ness. Is there not a mistake in that figure of a thousand millions 
[pointing to a paper submitted by witness]? — A. No, sir; I say that re- 
newing or extending the debt of the Pacific Eaiiroads at i per cent, 
instead of 5, is a loss to the Government in seventy years, on the 
same basis of calculation as the Outhwaite bill, of $1,012,000,000, ac- 
cording to the calculation of Professor Elliott, the Treasury expert. 

Q. Is that computation a computation of the difference between 3 
and 5 per cent. — that is, 2 per cent., with the interest compounded for 
the seventy years? — A. Yes, sir; that does not take in the principal. 
They offered to pay some $1,850,000 as equivalent, on their basis, to 
3-1% per cent, on the debt of the subsidized roads. Three per cent, pays 
the annual interest, and iV ^^ 1 P^r cent, is, semi-annually, compounded 
and recompounded with these semi-annual payments. Mr. Elliott has 
taken the annual payment at 3^ per cent. The difference of 3^ per 
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.cent, and 5 per cent, compounded in the same way, would amount in 
the seventy years to the national debt. 

Q. Do yon make this computation as the result of the entire indebt- 
edness of all the Pacific Railroads, or only of the Union Pacific?— A. 
All, on a less basis, than they actually owe. On the ba&is of the Outh- 
waite bill, which is robbery. 

Commissioner Anderson. You suggest that we ask Mr. Ames^ome 
questions in regard to his interest with M»r. Gould in the Union Pacific 
stock! 

The Witness. In 1874 or 1875, one of the Ames — it is my impresflion 
it was Oliver Ames — was speculating (right in this very building, where 
Smith & Seaver used to be located) at the same time that Jay Gould was 
buying the control of the Union Pacific Eoad. I simply sent you that 
point to show you that at that time these two gentlemen were in har- 
mony, whatever their relations are now. 

Commissioner Anderson The Mr. Ames that we h^ve examined in 
Boston is Frederick L. Ames. 

The Witness. Did you not examine Oliver Ames ? 

Q. That is not the same Oliver Ames who was counected with the 
Credit Mobilier? — A. I know it is not; but it is my impression that he 
is the one who was operating with Mr. Gould in 1874. 1 remember it 
very distinctly. 

PAYMENT TO MR. FRENCH. 

Q. You suggest that we ask Mr. Adams in regard to the payment of 
$600 to Mr. French for five days' silence. Do j<m know anything of 
the fact ? — A. lii^Qthing but what I saw in the paipers at or aibout the 
time. 1 think in January last French made a statement to the JSfew 
York World — it may be of value as about the .time French say« he was 
bought, the Pacific Eailroad Company of the tHiouse attempted ;to whip 
the Outhwaite bill tli3X)ugh by surprise. 

Q. Did he state that $500 had been offered to him? — A. I am entirely 
depeudiiiig on my recollection now. The other things I have stated are 
facts as far as figures go. It is my impression that he said he w^s paid 
$100 each for five days' silence. 

Q. Have you «een our examination of Mr. Adams on that pioint ? — A. 
Yes, sir. 

Q. Have you seen Mr. French's letters written at that same time to 
the Union Pacific Railway Company f — A. !N"o, sir. 

Q. Are you under employment with any one in New York or else- 
where in regard to this legislation in Congress ? — No, sir ; not a particle. 
I act ill no way, directly or indirectly, for anybody but myself. 

Q. Have you been, during the past two years, personally ioiterested in 
the stock of the road 'fr— A. Yes, sir ; I sold 100 shades short on -the 
Government directors' report last year. Since that time liiave been 
long of it several times. I have no interest in it now. It never 
amounted to more than 100 shares either way. It was at my own risk 
each time and at nobody's suggestion but my own. 

Q. Did you assist in drawing the biU under which this CommiNSsion 
was appointed? — A. I did not. 

Q. Were you consulted in regard to the terms of that bilit— A. I 
was not. 

COISTFERENOES WITH REDDINGTON. 

Q. Do you know-Mr, Thomas Eeddington in Washiiigton t-p^A. \fMj 
sir. 
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Q. Have you conferred with him in regard to the Pacific Eailroad 
affairs'? — A. Yes, sir. 

Q. Did you know hitn when he was a Government employ^? — A. I 
did not. 

Q. Your acquaintance with him was subsequent ? — A. Yes, sir. 

Q. Do you know anything of the circumstances that led to his dis- 
charge from his office?— A. I only know Eeddington's story— that he 
Defused a bribe to make a favorable report, and that the corporation 
had influence enough with tbe Administration to cause his discharge. 

Q. Do you know Mr. J. C. Reiff ? — A. Yes, sir. 

Q Have you conferred with him in regard to the Union Pacific 
affairs ? — A. I obtained through him a Government directors' report for 
1882. I have spoken incidentally, meeting him on the street. 

Q. Have you talked a good deal with Mr. Springer in regard to the 
matter? — A. Yes, sir. Well, ''a good deaH'^ I have had several 
interviews with him. 

Q. Have you substantially stated all the sources of actual informa- 
tion which you have which lead you to the conclusions stated in your 
paper, and in this examination ? — A. I do not know of any other except 
their own reports, and the laws of the United States ; and that by 
putting two and two together you make four. 

Q. Have you any suggestion to offer as to what, in your judgment, 
ought to be the terms of adjustment between the United States and the 
railroad companies? Yoa can take time and care to prepare your 
answer. — A. I will send it to you within the three months you say I 
can have. 

JAMES MIDDLEDITH. 
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